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LEGISLATURE OF ONTARIO 
STANDING COMMITTEE ON ADMINISTRATION OF JUSTICE 
Tuesday, November 23, 1982 
The committee met at 4:49 p.m. in room 15l. 


INFLATION RESTRAINT ACT 
(continued) 


Resuming consideration of Bill 179, An Act respecting the 
Restraint of Compensation in the Public Sector of Ontario ana the 
Monitoring of Inflationary Conditions in the Economy of the 
Province. 


The Acting Chairman (Mr. Eves): We would appear to have 


a quorum. I understand there has been an agreement reacned among 
all three parties that will permit me to take over as chairman in 
Mr. Treleaven's absence tnis afternoon. Is that correct? Silence 
means consent. 

Mr. Mitchell: Mr. Chairman, since this committee does 
not have a vice-chairman, I would be prepared to introduce a 
motion if it is necessary, but I believe it has been agreed that 
Mr. Eves can substitute today. 

Mr. Watson: We'll try you out. 

The Acting Chairman: Your confidence is overwhelming. 

Mr. Piché: On a secret ballot you would never make it. 


Mr. Watson: Let us try you out. 


The Acting Chairman: i'm game for that. I'm not so sure 
I want the job anyway. I believe Mr. Renwick had the floor. 


Mr. Renwick: Yes, I do. 


The. Acting. Chairman: Mr. Renwick, .I.make you a promise I 
will never use the words “mandatory instructions." 


Mr. Renwick: I can now relax. 


Mr. Piché: On a point of order, Mr. Chairman, before Mr. 
Renwick starts, how many speakers are left? 


TheSsrACUI nae Charrman?= The: speakers.) lyuhave~ ‘on etie” current 
list are Mr. Renwick, Mr. Cooke, Mr. Elston and Mr. Johnston in 
that order. Mr. Renwick, would you like to continue? 


Me" Renwick: “Yes; Mr; Chairman. I” Sau “Sure. YOu “wail 
recall I was speaking last Thursday about the question of our 
amendment. 


Mr. Mitchell: Troglodytes? 
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Mr. Renwick: Our amendment, to refresh your memory, was 
to amend clause 1(a) of the bill to read, ""Commission' means the 
Fair Prices Commission." 


I believe you understand our position with respect to the 
title of the board as it is indicated in the bill. We believe it 
is a misrepresentation. we believe tnere is no way in which any 
member of the public would understand from the title or the board 
On .from the short tithe of ‘the ‘act7*that’ this Dill es Wain purpose 
is to restrain compensation in the public sector of Ontario. 


Most people would assume--I made this point last week but 
purely by way ot summary--that the Inflation Restraint Board has 
something to do with the general conditions of inflation in the 
economic life of the province with respect to prices of all kinds. 
But that is not what the government is planning in any sense at 
oe Le 


There is a very limited form of monitoring--and I emphasize 
the term “monitoring"--of inflationary conditions in the economy 
of the province in so far as they relate to prices. In no way is 
it a reStraint imposed on the inflationary prices as they have 
existed, and likely will exist, in the province. 


That is one of our major points, and my colleague the member 
for Welland-Thorold (Mr. Swart) made it with respect to the 
failure of the title ot the board to refer at all to the price 
concept. f n h 
definition of tne board, as printed in the bill, does not refer 
all to tne restraint of compensation in the public sector, so the 
public would have a very misleading sense otf the influence of the 
Darel. eens 

We then went on to talk about the problems with prices. We 
indicated we were introducing this change in the definition at 
this early intitial stage because when we come to part III, we 
will want to move all of the substantial amendments consequential 
upon the change in the title of the board to mean the Fair Prices 
Commission. When that is done, I think the committee is entitled 
to know the kinds of things we would be speaking about in order to 
give substance to the intent of our amendment at this time. 


You all may well be aware that a week ago today the Premier 
(Mr. Davis) met with the leadership of the trade union movement, 
both in the public and private sectors, under the leadership of 
Mr. ©Clifftord Pilkey, president, of 7the Ontario “Federation of 
Labour. They presented to the government a compressed, synoptic, 
intense, well thought-out, carefully prepared, five-point 
Statement: Withdraw Bill 179; have an emergency program for job 
creation; provide income support; have selected price freezes and 
rollbacks; and provide a government-led industrial strategy. 


To speak only to the one item which relates to the amendment 
now in front Of us, the brief nad this to Say, very succinctly, on 
page 7: "Selected price freezes and rollbacks: The Ontario 
government's removal of collective bargaining rights from public 
sector workers was accompanied by a lot of fanfare about 
restraining prices." 


ET #semphasize.. the.-word,- “fanfare*™. All. of. us*s who ©’ had 
Shakespearian plays at school will remember that at tne end of act 
I, scene 2, there was always a fanfare of trumpets. That is the 
kind of connotation the president of the federation of labour was 
tninking about wnen he used the term "fanfare" in this area. You 
may also remember that every Saturday morning one section of the 
Globe and Mail is called Fanfare. I don't know tne origin of the 
word--perhaps other members of the committee are more familiar 
with the derivation of that term--but I think it iS an appropriate 
statement because tnat is exactly what it was. 


The brief continues to Say that the bill "was accompanied by 
a lot of fanfare about restraining prices, yet in the key areas 
where the provincial government could act, price controls were 
excluded or prices actually raised further. We feel every one in 
Ontario has the right to the basic necessities of life and that 
the Ontario government must help assure that right by freezing 
prices of necessities. AS a start, we call upon the government to 


(a) restrain energy costs by removing its ad valorem 
gasoline tax and freezing nydro and home-heating fuel prices; 


(b) stop increases in public transit fares, legislate an end 
LOY eXULarowerind (DY. adOCctorss and  robl; back\> thes’ 1/74 ~*per’ cent 
increase in medicare premiums; 


(c) strengthen rent control administration and extend it to 
cover all tenants in Ontario; 


(d) press the federal government to reintroduce the subsidy 
on bread and milk to lower the price of these commodities." 


As you can see, that iS a very compressed statement, but it 
gives me an opportunity to speak further, and I hope equally 
briefly and equally succinctly, to some of the questions we are 
trying to address when we propose this amendment at this very 
initial stage of the bill. 


Perhaps I could speak first about our position with respect 
to .themquestion,of, thesextrae billing. by doctors..eI. can,ivouch «for 
the information I will give you because it iS prepared by the 
research staff of the New Democratic Party caucus on the question 
Ghelxi hae Ditties dl.~ De LLeves.1t. Will be possible Lor ume sto. locate 
amongst my papers the particular point I want to make on that 
question. Tnen we can get some sense of tne kinas ot dollars that 
we're speaking about when we speak to this question of ruling out 
the -doctors’.\extrasbiliing. 


LE is interesting that--unless it has escaped my 
attention--I have heard nothing further about the doctors' 
response to the meeting which took place with the Premier. Perhaps 
other members of the committee whose memories may be better than 
mine, will be able to recall whether there was any statement, but 
I don't recall any. Do you, Mr. Mackenzie? No. 
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That meeting was held was very shortly after the bill was 
introduced in the assembly. I don't know what further 
behind-the-scenes discussions nave taken place on that particular 
question, but I can asSure you that is a very Significant factor 
in the program we shall be putting before tne committee by our 
amendments when we reach part III of the bill. 


So, Ue 


Ter certainly Cis quite untortunateethace DP Canterwtuina = cre 
piece ot paper that I wanted to about the cost to the province of 
doctors /textra®’ billings oi thave tarcrconparisonr Moftedocrvors and 
hospital workers with respect to their average incomes and the 
change in their purchasing power, but I do not have with me the 
particular piece of paper I would like to draw to the attention of 
the committee. I know my colleagues will forgive me for not being 
better organized. I am having difficulty forgiving myself about 
it, but perhaps one of these times I Shall be so well organized 
that it will not be a problem. 


In any event, as I get to it, the figures are really quite 
Startling. I would not want the committee to miss the information 
that I want to lay before them on that particular question of the 
doctors and their extra billings. This is in no way to be taken as 
trying to use up time. I am not attempting to do that. I am simply 
trying to tind a piece of paper. 


Mr. Chairman: We would never attribute those motives to 
you. 


Mire Renwick sy Ie dol) appréctategnyoury, paticncenmend. Is.can 
sense that it iS running out. 


Mr. Piché: It nas run out. 
Mr. Renwick: I think it has run out. 


I can put them on the record at some later and other 
occasion. They are very sSigniticant costs. The paper is rignt 
here. .isn'thithattantasticy ImfoundiMa te. 


I, Want Seo..DUut. On the recora the "COSts OL sexe evo re 2G. co 
the consumer, 1980-81. Total number of medical claims to the 
Ontario health insurance plan, 89.9 per cent of total claims--I am 
going to round the figures off--$58 million; average cost per 
medical claim, $20. Number of medical claims on opted-out basis, 
$6.3, million, jor vabout, 10.9, pern, centwot thesclaimowpetne cost. 1Of 
the OHIP portion Of, opted-out Selaims,. SU26epminewon;s.coscu.oL 
extra-billing portion of opted-out claims based on Ontario Medical 
Association fee schedule, 43 per cent above that last item of $126 
million, making the figure $54 million-odd. 


That was based on the OHIP practitioner-care statistics for 
1980-81. When we try to flesh out what we mean by this particular 
provision of the’ bill Ait 4. is sour. ontention~s los sinc lude Wnesour 
amendment on that aspect of the fair prices provision ‘the 
appropriate amendment to the Health Insurance Act, simply stating 
in substance that a physician or practitioner who submits an 
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account for insured services to the patient shall not bill the 
patient for an amount exceeding the amount payable by the plan for 
the insured services. 


It is a very straightforward amendment, but it is an 
essential part of the kind of price restraint that we in this 
caucus would support, and a very essential part of the kind ot 
position we have developed. 


Some of you may have recalled that my colleague, Mr. 
Mackenzie, and my colleague, Mr. Cooke, together witn Mr. Swart, 
the member for Welland-Thorold, and Mr. Philip, the member for 

tobicoke, made a pretty full statement to a press conference witn 
respect to the kinds of things with which we in our party would 
like to deal when we come to this particular question of the kinds 
of price restraint in which we are interested and that we want to 
Support. That statement was in a press conference held by my 
colleagues on November 2. 


I am now going to deal with the accurate, but perhaps 
forceful, statements my colleagues made with respect to the wage 
control part of the bill, but I wanted to move to what they had to 
Say about controlling inflation. My colleagues Cooke, Mackenzie 
and Swart, speaking on November 2, aftirmed: "We believe the best 
Ways2to Poontrol: inflationevis=:to .control prices and that the 
government's blame-the-victims approach should be rejected in its 
entirety. Accordingly, we intend to introduce amendments which 
will strengthen significantly the price side of the bill and which 
will delete the offensive sections of the wage side. On the price 
Side, the present proposals amount to a justification for price 
increases, not a program of price protection." 


I think that perhaps deserves to be restated because it is a 
very illuminating statement, the kind that would make for an 
excellent sermon in appropriate circumstances. One could spin out 
a lot of meaning from the clause my colleagues used on that 
occasion, that "On the price side the present proposals amount to 
a Si0USELrEtcation “for ~price;.increases,, not..a.~program.. of; price 
protection." That is exactly what the present bill provides. 


We intend to move substantive amendments which would 
transform the government's Inflation Restraint Board into a fair 
prices commission. Any price increase, not just those prices the 
government has defined as administered prices, will be subject to 
review; that means OHIP premiums and rents, excluded by Tory fiat, 
will be covered. We will also introduce amendments that will ban 
extra billing by doctors. We propose an interim price freeze on 
gasoline, home heating fuels, OHIP, hydro, transit, and auto and 
property insurance until the the fair prices commission has had an 
opportunity to investigate these areas. 


In addition we will be giving some consideration to the kind 
of reforms that may be required for the purpose of residential 
rents and rent control. However, between November 2 and the 
present that whole Cadillac Fairview transaction has intervened. 
We cannot give the other side of the coin because no one knows the 
name of the people on the other side, but Cadillac Fairview is on 
one side of the transaction and One, Two, Three, Four, Five, Six 
Ltd. on the other side, and Seven, Eight, Nine, 10, ll, 12, 13 and 
14 Ltd. on the other side as well. 


There is, of course, going to be some Conservative version 
of a moratorium with respect to rents introduced into the House. 
We have the Stuart Thom commission, which will be dealing with the 
Matter. Then we have that ratner limited review being made by 
Touche Ross apout the whole nature of that transaction. So, in a 
sense, time and events have overcome the bill already with respect 
to the rental matters. 


5: 107 oan. 

It may well be that, in the interests of efficiency and so 
that we will not clutter up the work of this committee and delay 
its proceedings in any way, the appropriate place to deal with 
Matters related to those questions of a moratorium, some kind of 
control over the existing rental Situation and some 
reconsideration of the whole necessity and basis for the rent 
control program, is elsewhere. I had thought that the minister was 
going to introduce the bill today, but I suppose there are some 
last-minute problems and it may be introduced when we sit in the 
House on Thursday. 


I think I have given you a reasonable part of the substance 
of what we want to talk about on part III in the bill, but perhaps 
we can briefly summarize the way in which we are going to go about 
Tae 


Basically, what we will do iS to move provisions with 
respect to the price freeze about certain goods and services as 
quickly as we can: (a) motor vehicle fuel, (b) home neating fuel, 
(c) electrical power, (d)*= municipal Wore” otherampub bre, transac 
services, (e) motor vehicle insurance, and (f) property insurance. 
These will provide for a freeze tor a time in order to give 
everyone an opportunity to take his breatn and hold it until such 
time as the fair prices commission can get a handle on the 
problem. 


We would also be proposing a rent freeze for a period that 
will again permit tenants to breathe easily for a little while and 
allow for some sense of a handle of the rent control system on the 
problems being faced by tenants to be put in place. There will 
also be a provision in the bill, if all goes well, to provide for 
rollbacks. 


We will structure the commission somewhat along the lines ot 
that of the Inflation Restraint Board in the present bill. We 
shallucertainly.notiralklow “thes\prinerples* of@naturales aseiceugico be 
overridden in the way the bill provides, therefore the Statutory 
Powers Procedure Act and the hearing provisions will apply. 


We will try to set out clearly detinitions of administered 
prices. They will be defined to include prices, user charges, 
fees, premiums or rents, so that we are sure to pick up the OHIP 
premiums as well as rent charged by any public agency. We will 
also want to be certain that any amount payable by the Ontario 
health insurance plan for insured services--that is, the other 
Side of the coin on the health insurance plan--will be covered as 
an administered price. But we want to extend it to give the tair 
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prices, Rcommission qganjsopportunity ~—to deal “wlth. prices vin ‘the 
broader context. We will therefore detine price to mean any other 
price than an administered one. we will define price increase, 
public agency, public regulatory agency. 


Probably the gut part of the provision ot the bill will be 
those matters wnere the commission is obligated to investigate--a 
Simple provision that where any person requires in writing that 
the commission investigate a price increase during a certain 
stated period, it will investigate and report on that price and 
Shall determine whether the price increase is fair. That is tne 
Gut part. orgthe: pid. 


We have then tried, with considerable care I pelieve, to see 
Dutylein our proposals for the commission, the Kinds of 
consigerations whach, it ,should take into. account -in .arriving at 
this conclusion about whether the price is fair, and that is tne 
commission's prime obligation. Tnere will be ample opportunity, 
when we move that amendment in due course, to talk about those 
criteria when we move that amendment. It is sufficient to say we 
have set out eight or 10 of them. There are probably others that 
could or should be added and we have provided that further 
Criteria could be established from time to time. We have again 
followed, to some extent, tne nature of the bill and included the 
various powers of the commission. 


I believe that conveys to my colleagues on the committee on 
this Tuesday afternoon, November 23, at about 5:15 p.m., the kinds 
of matters and considerations we have in mind in moving this 
initial amendment to Bill 179 to make provision for the proper 
terminology. 


As I close my remarks on this particular amendment, I want 
to contrast the accuracy and the clarity of our amendment and the 
purpose of our amendment when we want the board to mean the fair 
Ppacese commission wettnatel conveys esto (ssomebody athatsiitings wa 
eommissironpea that. ite-nas sto do with Tprices and atimas “to.do<,with 
the fairness of it. 


Any member or the public can understand what that's about as 
contrasted with the kind of misrepresentation inherent in the 
presentictercm-—imiithe: badd, ithevinftlation iRestraint Board. tit “ts 4 
Kind of a synoptic way of selecting those phrases from the long 
title of the bill guaranteed to maximize the degree of 
misrepresentation to the public. That's what it does. It maximizes 
the possibility and degree of misrepresentation. 


If I had been asked to select two words out of the long 
title of the bill to describe the board which would maximize the 
misrepresentation to the informed public, to anybody who reads or 
is interested in the bill, those two words would be “inflation 
restraint". 


The genius of this Madison Street advertising man with some 
smattering of legal background selected from the first part of the 
title the term “restraint," put it second in order even tnough it 
is first in the bill, then looked at the second part of the bill 
and picked out the word "inflationary." He said, "I'll shorten 
Snatea  ceLecLe Dit. and. put it first.% You get, therefore, the 
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Inflation Restraint Board, even thougn the bill itself is entitled 
An Act respecting the Restraint of Compensation in the Public 
Sector of Ontario and the Monitoring of Inflationary Conditions in 
the Economy of the Province. 


I don't Know whetner there is anything furtner which needs 
to be said on the amendment. If I've left anything unsaid, I 
assume one or other of my colleagues would pick it up, trom the 
Conservative Party or from the Liberal Party or my own party. I 
sense witn the attention tne committee has given to my comments on 
this bill, there appears to be a general aura of acceptance of tne 
proposition whicn I nave put. It may well be that tne amendment 
will pass. Pernaps just to clarify it, Mr. Elston or other members 
of our party may want to say a few words about it. I appreciate 
your attention, Mr. Chairman. 


Mr. Jones: Mr. Chairman, pernaps the member could help 
me. We all have lot of further questions about the commission as 
Mr. Renwick envisages it. I just had one. Perhaps I missed it in 
his comments. I wanted to know the extent of time you saw the 
commission doing this work you were describing for us. How long 
would this commission be in existence? 


Mr. Renwick: I'm glad you have given me an opportunity 
to speak again to this matter. 


Mr. Jones: We don't need a long answer. One year? Five 
years? 


Mr. Renwick: Let me just get my notes. 
Mr. Jones: He has lost his piece of paper. 


Mr wPRENWiCK 2) Live wtround.. 202 J0nvs i Ssanot wetcuedviine score 
by any degree, but we were talking about-- 


The Acting .Chairman: YOUusadOnac wanave to answer, Mr. 


Renwick. 


Mr. Renwick: I can. I alwayS want to answer precisely 
the question which the parliamentary assistant asks. The bill 
provides tnat, "Where any person reguires in writing tnat the 
commission investigate a price increase that occurs or takes 
effect on or after September 21, 1982, and before January 1, 1984, 
the commission shall investigate," and so on. The period is there. 
I don't want to be tied in specifically to those dates because it 
may well be that by the time this bill comes into effect we will 
want to make that January 1986 or something like that. 


It's a compressed period. It is not a great deal different 
from the period which is in the bill. we felt it made very good 
sense. We also had the Sensation that if this kind of a commission 
were introduced, it may well be that by that time the public would 
be clamouring for it to be continued. It wouldn't be the first 
time that a commission had been set up on a relatively temporary 
basis and it turned into something permanent in time. 
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Indeed, I remember in the First world War that when we 
introduced the Income War Tax Act it was only for the purpose ot 
the war. It continued as the Income war Tax Act until, I think, 
1951 when the Parliament of Canada got around to changing it anda 
dropping the word "war." Then it became aS we know it now--or you 
younger fellows Know it now--the Income Tax Act. It was related to 
the war. It was very temporary. 


I nope I have answered your question, Mr. Jones. Any other 
questions? 


Mry Jones 3 °No, ‘that’s’ rine. 


The Acting Cnairman: RP amvestire that's sSukficient, . Mr. 


Renwick. 


Mr. Elston: My comments will be briet, Mr. Chairman, 
concerning the amendment. If we take a peek at the legislation and 
the manner in which it is drafted, we can agree to a certain 
extent with Mr. Renwick that the pricing portion of the bill 
requires some tightening up. We have already gone on record that 
we will be moving certain amendments to do that. 


However, with respect to the amendment itself, it really is 
of no consequence what we call the board. I might also say that in 
EGEMS, OF, cheajcypes fof things¥ we: hope to .dotwith this) bill, s*the 
amended name suggested by Mr. Renwick would at the same time also 
be misleading and would not adequately Show the purposes for wnicn 
we think this legislation ought to be drafted. 


It seems to me that tnere needs to be a comprehensive 
program that is in line with the policy enunciated, not only by my 
leader several times in the House, but also as early as August. I 
think it can be accomplished under the name Inflation Restraint 
Board just as well as it could under another board or body named a 
commission. If we were going to describe it as a commission, we 
couldn't describe it solely as a fair prices commission and still 
hope to deal with all of the problems which face our economy at 
present. 


It might have been a much better idea had the New Democratic 
Party member for Riverdale suggested that we call it the fair 
prices and incomes commission or something along that line, 
something that would be comprehensive and/or would coincide 
somewhat closer with some observations made by the honourable 
member--he is from Kamloops--Nelson Riis in the federal House when 
he was developing some of hisS own musings for consideration py the 
federal NDP. 


BE thinke.that? 2S. saneresult .oft ithose- few comments , you, can 
determine that the change suggested woula not accommodate the 
types of programs we in this party nope to develop tnrougn this 
legislation. It wouldn't indicate to the public that we were 
dealing witn the whole problem the way we think it ougnt to be 
dealt with. Therefore, we cannot support it. 
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At the same time, with respect to the Intlation Restraint 
Board as it is now constituted, it does not develop the type of 
public respect which a board of this type ougnt to have. I also 
have to say it can be better developea and structured through tne 
amendments we are proposing, which would give it some of the 
Characteristics of a board relying upon the principles of natural 
justices, which we believe it really should. 


In the long run, the Inflation Restraint Board as it is now 
set “out in the act ‘under clause ’li(a)> widl cdo = rathery nicely vas fa 
fame. “AS, that is® ous” position; Jwes wiLissnoceipersuppertang. tie 
proposed amendment which is designed to do solely the types ot 
tnings Mr. Renwick nas advanced to uS today. 


The Acting Chairman: Thank you for those Suceanct 
comments. 


Mr. . Mackenzie: Mr. .Chairman;* ‘after “having “asefairaiiittle 
alliance over at least some procedural motions, which were also 
important to try to get various ministers before us, I am sad to 
see the alliance going down the drain so fast with Mr. Elston and 
the Liberals. I must confess to being a little bit amazed that the 
Liberals can't find anything wrong in particular with the name. 


incerjecCions7Om thesb11). 


Mr. Mackenzie: I moved the amendment and said only two 
Or three things about it. My colleague from Riverdale has since 
stated that it was misleading to say the least. My comments were a 
lot stronger than that and remain stronger. AS far as I am 
concerned, it is dishonest at best. 


How can you call it an Inflation Restraint Board? Where is 
the, evadencees What, (is itciigoing. to? do (tin Sterms for. intlatilon 
restraint? The heart and guts of this bill are the controls on 
wages. We have made no bones about the fact that that's the 
section of the bill we think is wrong. we don't intend to have 
anything to do with supporting it and we intend to make major 
changes in terms of the price side of it. That's a legitimate 
argument. I you're going to do that it makes a heck of a lot more 
sense to call the commission tnat's being set up, aS we have 
Suygested, the fair prices commission. 


Whether that name iS bought or not, I still have difficulty 
with tne Inflation Restraint Board. I really can't understand wny 
the members would want to go into the House with a piece of 
legislation that is as misleading as tnat name is. I couldn't help 
thinking, when we were talking about inflation restraint, that's 
the gist of what we are doing with the controls nere on workers' 
wages. There are two paragrapns here on one page and one and a 
nalf on another page in an article that deals with this question 
of inrtlation restraint, what causes it and now we deal witn it. 


One argument that is being made in an article here says, "I 
am tired of being told that Canadians are helpless to do anything 
about our current economic plight. Almost every time I pick up a 
newspaper, turn on a television set or stay within range of an 
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after-dinner speaker I am informed with crisp authority that 
inflation is the underlying cause of all of our problems and that 
little can be done about it. 


"I believe this line is fast becoming a complete put-on. 
Inflation is not the underlying cause of our ills. It is only the 
symptom, the result of deeper-rooted problems that we refuse to 
face up to. The notion that we are nelpless to act stems from the 
belief that our inflation is caused by the recent tremendous 
increases in the cost of Mid-East oil. Anyone can see that the 
rise in oil prices has had an inflationary impact. But anyone with 
a memory that goes back more than 18 months will recall that we 
were already in the grip of inflation long before the 
Oil-exporting nations made their move." 


53:30 p.m. 


"That gives some lie to what we are talking about right now, 
but probably even more so"--and thiS was right before’ the 
Anti-Inflation Board came in, which was a board similar to though 
not nearly as tough as what we are dealing with here in this 
restraint bill--"we were told that successive increases in the 
bank rate through 1973-74 were designed to discourage borrowing, 
contain expansion and reduce inflationary pressures. 


"Of course, that's not what happened. As individuals we went 
right on buying on credit, only we paid more for it. At tne same 
time, Our corporations borrowed even more and passed on the extra 
costs Wy fwWaising? their ifprices.? and. £writing. of bh their-—-interest 
Charges in calculating the income tax. Instead of cauSing 
inflationary pressure the nigh cost of money added to them. 


"The only areaS where increased interest rates brought an 
immediate drop in activity were two in which we simply cannot 
afford a cutback: the cost of mortgage loans went sky high and put 
the breaks on reSidential construction. High interest rates were 
effectively responsible for depressing stock prices, ruining our 
capital markets and pushing our investment industry into a costly 
and unnecessary depression." And what was the number one 
recommendation? 


Mr. Piché: A point of order, Mr. Chairman. 


The Acting Chairman (Mr. Eves): Point -0fL.4o0rden;=. Mr< 
Piché. 


Mr. Mibdiches I 'NrsetMackenzie sais” reading “tandehe-" is— not 
talking on the amendment at all. 


Mo. MacKenzie: Yes, I, certainly, am... L,.am,. talking, on 
inflation restraint. 


Mr. Piché: He is addressing everything but the amendment. 


The Acting Chairman: Mr. Piché, in my opinion, Mr. 


Mackenzie's comments are related to the amendment betore us. 
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Mr. Mackenzie: Wnat was the ELest and prime 
recommendation by tne author of the paragraphs I just read to you? 
"Reduce interest rates and keep tnem down by monetary policy, sucn 
as financing some ot our major resource development projects 
internally by tax legislation and, if necessary, by exchange 
COntCroOLS. 


I don't know if any of you are interested or not, but those 
particular comments came from--let me see if I can give you his 
name--Debunking tne Prophets of Doom, by J. L. Biddell, the very 
guy..we're going. to. putin charge, of this .so-called> Inflation 
Restraint Board. 


I really wonder at the tninking of tne people over there wno 
have brought this in and have the gall, the nerve, to set up a 
board that they call the Inflation Restraint Board. How can you go 
in with a piece of legislation and with an inflation restraint-- 

Mr. Jones: What date was that? 

Mr. Mackenzie: You tell us what you're doing. 


Mr. Jones: In what context was he speaking then? 


Mr. Mackenzie: I gave you full paragraphs where I gave 
them to you. 


Mr. Jones: I didn't catch the date. 


Mr. Mackenzie: Well, ‘take a look at his “article; we °Can 
Revitalize the Economy; Here's How, in Macleans, 1975. 


Mrsonwones:|~ In 1975." Were” snow “tal kinge vaboutyY previnciad 
legislation-- 


Mr. Mackenzie: We were dealing with the same argument. 


Now hang on for a second. We were into the same Kind of a 
discussion over the AIB; that's what you torget, Mr. Jones. 


The Acting Chairman: Mr. Mackenzie has the floor, Mr. 
Jones. 


Mr. Mackenzie: It you want me to read the entire article 
I would be pleased to put it on record. 


The Acting Chairman: That's not necessary. 
Mr. Mackenzie: It's only about four and a half pages. 
Mr. Piché: I¢d Like >to thear’ it. Go: aheads 


The Acting Chairman: Mr. Piche, I don’t. thinks that. would 
be in order, witn all due respect. 


Mr’. Mackenzie ss .1 wouldn't. mind «doingesre._slS don Gawantke to 
be sucked into Tory delaying tactics, and that's what Mr. Piché is 
trying to do, delay us on this bill. 
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Mr. Piché: Mr. Cnairman, I take great issue with that 
statement. I'm not saying anything but the odd word once in a 
while and he's accusing me of delaying tactics. 


Mr. Mackenzie: Well, it's not that long and I otrfered to 
read it in, but everybody else seemed to say no. Tnen you have to 
assume that--although it might be a good idea, Mr. Chairman, 
because it give Mr. Piché a bit of a lesson, because there are 
things-- 


Thé6eo8CCLAG ChaltMah:. Mr. -Mackenzie, please dont’ “try ~ to 


incite Mr. Picne. 


Mr. Mackenzie: --that I totally disagree witn in tnat 
article, bur lt’ s“a rather good article™’by Mr. Bidder, . iI nave’ to 
tell you. 


Mr. Piché: A photocopy will do. 


Mr. Mackenzie: On the fair prices commission, the only 
other comment I had, and I will only take another minute, Mr. 
Chairman, is simply that we set out in press release, and that's 
what I actually was going to do before my colleague took a little 
bit of advantage of me and read it on me, the fact that our 
interest in this bill at this point in time is trying to amend the 
section that deals with the price restraint. 


We feel that that in itself, a fair prices commission, could 
have a lot more to do with dealing with the kind of troubles we've 
got in our economy than anything else you've got in this bill, the 
first part of which in effect pulls several hundred million 
dollars of purchasing power out of the hands of ordinary people, 
and particularly low-income people, who are a good percentage or 
the public servants getting hit by this bill. 


We're flexible, we would look at a slightly different name 
if someone had one. The rair prices commission adequately neads up 
the kind of amendments that we intend to move, as a party, in the 
course of tne debate on the later sections of this particular 
bill. It is important that that point be made, and that is why we 
make the move--for that reason, plus the fact tnat it is disnonest 
to call what we are creating an Inflation Restraint Board because 
1t has nothing to do witn restraining inflation in terms of the 
kind of legislation we have before us in this bill. 


Mr. Martel: I'm delighted to see the minister here. 
Mr. Jones: The minister will be along shortly. 


Mr. Martel: Right. I recall the debate last week; we 
were going to have ministers galore here during this clause by 
clause and I am absolutely delighted we got a minister here. I'm 
having difficulty locating him, mind you, but I understand he is 
here somewhere. 
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Mr. Jones: Mr. Chairman, Mr. Martel's comments are 
totally uncallea tor. The minister nas been attentive to this 
bill's passage through tne House, as you all know. He has been 
attentive and put up witn all the nonsense we nave nad in this 
committee since he nas been here. 


Mr. Mackenzie: Just a moment, Mr. Chairman. 


Mr. Jones: He certainly was attentive during the serious 
part of tnese deliberations where we did have people coming petore 
the committee and making their presentations. He has been in 
attendance since then and ne will continue to be. 


He made the comment to you at the very outset that he or nis 
parliamentary assistant would be in attendance. There are people 
from Treasury attending with you through this clause by clause 
and, as you Know, he did make further comments and he will 
continue to be attending in the committee. 


Mr aneMackenzies..0n oa.) point, of _ orden, Mr. ~Chalrman. I 
think it is a legitimate point of order to ask the parliamentary 
assistant, if ne is going to accuse members in this committee of 
nonsense, to then outline and identify the members and the 
particular issues that he calls nonsense. 


Mr. Jones: We certainly had nonsense in the form of 
intemperate language. 


Tne. ACtTIing »Chairman:, I). really, Ehinks lt. would) pc. va. lor 
better== 


Interjections. 


The Acting Chairman: Mr. Mackenzie and Mr. Jones, you 
are both out of order. There is no point of order. 


Interjections. 


The Acting Chairman: Mr. Piché, Mr. Martel, now see what 
you've done. 


Mr. Pichée: J. didn't. want. to. do’ that. 


The Acting Chairman: Would you mind proceeding with your 
comments on the amendment, Mr. Martel? 


Mr. Picné: Mr. Martel is an agent provocateur. 
Mr. Martel: I only make the point) that, \havitio™ peen in 
On four or five occasions during the procedural motions, we were 


told that-- 


Mra Jones;. We sat’ “last... Thursday~ and the minister “was 
here, Mr. Martel. 


The Acting Cnairman: Mr. Jones, please try to restrain 
yourself. 
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Mr, $arce.: “sre JoOnespustet me: AjJuSt™. enligntcen you. “for a 
moment. We were told that we didn't need to move tnose motions, 
the ministers would be here for the clause-by-clause study. Wwe are 
on the first amendment and the minister is absent. We're on the 
first Pine ofithe: bith. 


Mr. Jones: Wnen tnis amendment was put the minister was 
here, on Thursday afternoon. 


Mr. Martel: I nave been hnere for almost an hour and ne 
hasn't been here. I just make the point. Obviously, he doesn't 
want to listen to the debate on the reason we're moving tnis. 
Obviously, he has sent his PA in with instructions not to accept 
any amendments-- 


Interjection. 


The Acting Chairman: Mr. Martel, with all due _ respect, 
you have made your point and perhaps you could progress with your 
comments on the amendment betore us. 


Mr geelantelsne Before ch! wasiesoterddely 7 interrupted. Butyol 
won't give you a difficult time. 


woe tnce i no wohalemanea Wy Oumoon LC ewant Combe Runtair vin your 
comments on the minister, do you? 


Mz. Martel: You can Lion with the parliamentary 
assistant. I don't want to disrupt this meeting, but again it's a 
Tory whose delaying tactics are slowing down the passage of the 
Dida: 


I want to pick up what my colleague said. If we were dealing 
with this aspect of the bill, this hunk of junk called the 


EnEtationd Restraint -Boarad=-—Leftind: at's: difficult. I» think it's’ "4 
misnomer for a number of reasons. 


5:40 p.m. 


First of all, to every question that has been raised with 
respect to what this board is going to do, we get the frivolous 
reply, "You Know we allowed Hydro to go to eight and a halt per 
cent; we have to pass through." What's the restraint if you're 
allowed to pass through all the costs that Hydro incurs? I remind 
you that the workers whose wages are being frozen can't pass 
anythings through, thats ,impossible.. But 10's. okaye—lhor..Ontarioc 
Hydro. Then we have the audacity to say that we have an Inflation 
Restraint Board. 


One could go to OHIP. I listened to the minister's arguments 
in the House during question period. He said those agreements were 
signed beforehand. Tne change, tne 17 per cent, I tnink, really 
kicked in about October 1. What was the restraint board's response 
or the minister's response? "Those agreement were signed 
beforehand." I remind you, so were the contracts of the workers 
signed before the legislation was introauced. where is the 
restraint in government spending? 
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The government is going to make the argument that it has to 
Pass tnese tnings through because they are costs they can't 
ignore. I say to my friends that the same applies to working 
people. Tnere are costs, if one just looks at mortgages, that are 
Changing, where people who are coming off 10.25 per cent are going 
to: L6 ‘per cent. They, can’t pass that through “and “1c fo none “OL 
their doing: they can't alter it. What is the Inflation Restraint 
Board going to do? Absolutely notning. 


It doesn't even get at the problems that are really causing 
some ot the inflation. Tnese nave been mentioned: gas, interest 
rates and government spending. I, for one, would like to know how 
the act intends to cope witn any of those. It does not, because 
when you raise the question of gas, the minister says, "That's 
determined by a federal act and an agreement with Alberta and we 
have to pass it through." 


I have listened to Tory after Tory and the Liberals Support 
that concept, but the workers can't pass costs througn. The 
mortgage rate that was established nas nothing to do with the 
workers, but they can't pass it through. I find the whole thing 
contradictory, to say the least. 


Wnat we are suggesting, and what my colleayue, the member 
for Riverdale (Mr. Renwick) outlined--and I couldn't help but 
chuckle when the Liberals told us they weren't going to Support 
it, because what my.colleague very carefully attempted to do was 
to indicate that this was merely the beginning of a series of 
amendments which it is noped would lead to doing something about 
inflation. --bney (chose aco. not near *cnat. OL "COULSe.. 1) tact, cie 
member for Huron-Bruce (Mr. Elston) said that maybe it was--and I 
want to quote him--"fair prices and wages," or something like that. 


Mr. Elston: You are certainly not quoting’ me; (/cyou. don't 
listen. 


Mr. Martel: I listened carefully; you said you were 
going to call it maybe a fair wages and prices--or sometning to 
that etfect. 


Mr soescOns: NO, I~ didn’ wsay Bthac "at seatn;s ="YOU- sarah c 
listen. You just don't want to listen to anything. 


Mr. Martel: I simply asked my friend-- 


Mrs. OLSton: # That!’ s | too woimole. Yous “want to. make = che 
observations that you feel are on point but you: don"t listen to 


what other people have to say. I think you really ought to do 
that. 


The Acting Chairman: Mr. Elston, please allow Mr. Martel 
to proceed. 


Mr. Elston: If he wants to quote someone, then he ougnt 
tO, quote nim: 


Mr.. oMarcels: “i "WEhOCe ,GOWM sutudt vou Called  etee a lt air 
prices and wages board. 
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Mr. Elston: That's not what I said: 


Mr. Martel: Wnat did you say? 


The Acting Chairman: Perhaps you could Clarify the 


record, Mr. Elston. What did you say? 
Mr. Elston: I Said tair prices and incomes. 
Mr. Martel: Fair prices and incomes, pardon me. 
Mee BbstonsaPardon, you; Eight. 


Mr. Martel: Where is the income being debated in this? 
It is a freeze on contracts-- 


Mr. Elston: As you will recall, Mr. Martel, trom 
listening closely to what we were talking about, I suggested that 
there were a number of amendments which we were proposing whicn 
would fit well into the naming of this particular bill. 


I realize! that your don't ‘wish: to listen, .I-.don't think, you 
ever nave really listened to what waS being said in our rather 
brief comments. If you pretend to go on quoting, then you really 
Ought to take a look at what you are saying before you put it on 
the record. I would thank you to be much more accurate. 


Mant iMarteles Ipyctor Sone,  havevadifticulty). grappling. iwith 
what is fair in the income section because you are negating 
contracts which are in existence, some of which were signed, as I 
understand, recently in negotiations between a board and a group 
of teachers. I think they got 13 per cent because the board and 
the teachers felt that tnat was a fair saw-off, but the government 
sees fit to intervene and say, "It does not matter wnat you have 
negotiated, we have determined." Wnat is fair about that? 


You. .camg@calligit whatt voullwant, Jit Gus sjust> another sway to 
Support the Tories, and you Know it. As I listened to your leader, 
he wanted to extend it tor several years more if possible. 


Mawes cole tonew esata .JOlLnG. ato. Have: yoo. Starr: taking. spore 
comments to straighten this character out if he is not careful. 


Mr. Martel: Go ahead, straighten me out. 


The Acting Chairman: Mr.. Elston, please try to contain 
yourself. 


Mr. Elston: I am well contained. 


Mr. Jones: Even government haS some amendments we would 
like to get on with and discuss, such as to make it more fair. 


Mr. ‘Martel: You cannot make’ a” hunk. of junk. fair. You are 
not prepared to get serious even in the prices sector, which we 
are talking about. 


18 


Mr. Jones: You people started with the original premise 
and you never let it go. You are not here to amend it to make it 
more fair or anything else; you are here to see the bill gone. 


Mr. Martel: No. We are trying to make the bill fair and 
you are going to ignore it because you do not want to deal 
seriously witn tnose things the government nas some control over 
in the price side of our economy. As I said, you are not going to 
deal witn interest rates, you are not going to deal with gas, you 
are not yoing to deal with government spending. 


a aes Jones: Mr. Mackenzie was just inferring that 
interest rates were a basic problem in inflation and that is not 
in our sj urisdaction. 


The Acting Chairman: Mr. Martel has the floor and you 
know how he is, Mr. Jones. Please allow him to continue. 


Mr. Piché: I think Mr. Jones was speaking well and I 
would like him to continue with what he was saying. It makes a lot 
more sense than what-- 


Mr. O'Neil: I would too. 


The. JACtings.Chalpman: Iti you | would “ili kKemslo” tSpeaky | Wir. 
Piché, we will take your name and put you on the list. Mr. Martel, 


you do have the floor, believe it or not. 


Mr. Martel: It) iss hard? “co realuzer Gilehavemitncmesmoor. 
Aside from gas prices and interest rates, you cannot deal with the 
problem in Ontario because interest rate policies are not made in 
this country. Some of you snould realize that. Tne game we play is 
follow the United States, and then jack it up two or three per 
cent more so that we do not have capital outflow, if you can get 
your bucks a little higher and your interest rates a little higher 
in the United States. 


If some of you watched the interest rate last week, it 
jolted upwards for the first time--not enough to change the 
interest rates by the banks. It went up last week, I think, 0.8 
per ‘cent. If wt sis#turned saround aty alibe@anditcontinuesmto “qoe8 in 
that direction, your bill will not do noot-all because interest 
rates are established for us in the United States. That is one of 
the LablaciesMinvyour. bid. 


Mr. Jones: We never claimed that this was ae single 
Silver bullet for inflation or all the problems of the economy. We 
Said it was an important component of the things the government 
was doing. Just as you were making criticism of the fact that the 
Treasurer was not here today, the time he has not been nere he nas 
been addressing to job creation and other programs that we felt 
were important in getting the economy going ahead again. 


the, jActing .Chaintians Mr... <Jones#® wouldrayou very Becou nor 
interject and allow Mr. Martel to proceed? 
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Mr. Martel: Mr. Chairman; let me say that in my years 
here I nave sat on three different committees dealing witn the 
economy of tnis province. we have not accepted nor enacted any of 
the recommendations of any of those three committees. Whether it 
be the select committee on economic and cultural nationalism, 
which spent millions of dollars, put out 21 reports, you nave not 
acted on any of them. If you are going to deal with jobs, you are 
going to have to deal with that report, and you have not, because 
to create jobs in this society, you are going to have to rely less 
on resource extraction and more on manuracturing. Atter 21 reports 
and four-and-a-half years of study, that 1S what the select 
committee concluaed. 


5s 50.200 Ms 

I remind you, Mr. Chairman, that seven of those members who 
Sat on that select committee were Tories. They agreed to those 
reports and inaicated that is how to turn it around in terms of 
jobs. If you want to talk about the second select committee, it 
never did report, but it dealt with jobs exclusively and was 
called tne plant shutdown committee. If you want to deal with jobs 
and you say your minister is out dealing with jobs, then I suggest 
you might introduce some of the legislation that exists in Europe 
and otner places where the plants cannot simply snut their doors 
and go home, willy-nilly. 


Tnat is certainly part otf the problem when one deals with 
jobs, which we are devoid of or lacking in. Again, the government 
has not been prepared to do it. 


Mr. Jones: You people do not agree with what he does. 
You are in here criticizing what ne did for small business in the 
last budget; last week you were hammering away at it. 


Mr. Martel: It does not deal with the issue. 


Mr. odoOnes sina shigust ohappens to icreate™s50)Pper—-cent “of 
all the new jobs in the province. 


Mr. Martel: For your own edification-- 


The Acting Chairman: Mr. Martel, if you wish to engage 
in a debate, pernaps you could do so outside the committee room. 


Mr. Martel:--I invite you to go back this evening and 
read the 21 reports or the select committee on economic and 
eulpural wationabisme ~Cnisswgoess backa.tou 1971. £0, 1975, Eney 
suggested very strongly that you had to rely less on exports of 
resources and more on manufacturing those resources here if you 
ever want to turn the economy around. 


You Tories nave never believed tnat you were the 
beneficiaries of location and notning else in terms of planning. 
You have never planned a bloody thing, only we were able to sell 
otr resources like mad ana have jobs. 


The Acting Chairman: Mr. Martel, would you like to put 
your comments to the motion before us? 
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Mr. Martel: fb 2am. 


The Acting Chalrman: With all due respect, Tordo “noc 


think you are. 


Mr. Martel: Iti you. Want Co. cur, vit’ valroOuna so. Liat yuu 
have the ability to deal internally with your own problems, you 
cannot do it in a superficial fashion. I recommend’ to’ you a book 
by Professor Britton called Tne Weakest Link, which was only 
published’ about (a \year°“andv"a “nave Mago: It “"spelts “out “rather 
Clearly that wnich I am trying to drive home to you Tories. You 
cannot alter the situation as long as we are reliant on American 
Capital for everything. The interest rates start there. Our whole 
trade is tied up in it and our wnole development of an economy 
that is self-reliant. Until you are prepared to deal with that 
problem seriously, we are not going anywhere except to hell ina 
hay wagon. 


Mr. Jones: What sort of an effect would you have on the 
economy with the proposals Mr. Renwick iS putting with your 
controlled price commission? 

Mr. Mackenzie: You do not think that makes some sense? 
If we had that for six months, it might make up for all of the 
Other loopholes you are talking about. 

Mreeoones: Yow know. how inpractacal it is. 


Mr. Mackenzie: You nave never tried it. You do not know. 
You have tried it the other way all of the time. 


Mr. Jones: we live ina free market. 


Mr. Mackenzie: Free market, hell .cuyvou, know” twe” “dor “not 
have a free market. 


Mr. Jones: we live ina free market. 


Mr. Mackenzie: Show me the free market. You have got 
controlled prices. 


Mr. Jones: we are here to discuss a) provincial bill. 


Mr. Mackenzie: Show me the free market. 


The” Acting “Chairman: Mres wonesiirand {Mrs “Mackenziesisyonu 


are both out of order. Please proceed, Mr. Martel, with the motion 
before usS and try to restrict your comments to that motion. 


Mr. “Martel: ) Di ationtryingie topebr ing Dot #eogercher, rou ce your 
colleague keeps intervening. It is ditficult for me to go back and 
pick up the pieces and bring the threads together. If he will just 
restrain himself, I will listen to his response after. 


The Acting Chairman: This is a time of restraint. 


Mr. Martel: Obviously of wages, but nothing else, of 
wages, but not government spending or government prices. 


ot 


I go back to the other study on the economy, that was the 
plant layofts at Inco and Falconbridge, the committee on whnicn a 
couple of you happened to serve. Again, none of the 
recommendationS waS adopted. LNG anGLtweeOL& SUGDUL Ve « COGaY.. AS 
devastated with 40 per cent unemployment. Do you think thnis stupid 
bill is doing anything for tne people ot Sudbury? we have tried in 
three emergency debates to talk about the Sudbury situation, but 
tne government nas not responded to one item since tnose layoffs 
occurred last July--not a bloody thing. 


Waye restraint is going to do something for the economy in 
the Ssuabury area? It. 1s going to create yobs? It is .going to save 
jops? Tell me about the 85 children in the separate school system 
last month who left the area. You are going to find three teachers 
missing. Tell me about your wage restraint package and how it is 
going to save jobs in the Sudbury district. 


Mr. Mackenzie: If the Treasurer were here ne could tell 
us. 


Mr. Martel: Yes, if the TreaSurer were here ne might 
tell me what he intends to do with respect to Sudbury to save 
those jobs of people in the public sector and the teachers. 


I say it is a misnomer to call this board the Inflation 
Restraint Board when it cannot even deal with the problems that 
are creating inflation, namely, prices, interest rates, gasoline. 
It does not deal with any of those. Tne bill does not even deal 
with them. Even if it did, you have to be prepared to deal with 
the economy in a serious way, and the Tories have not. 


There is an interesting document out from the chamber of 
commerce. They are not known to be my friends in Sudbury. It is 
called Profile and Failure, with respect to the northeastern 
Ontario regional strategy. They said they snould take that 
document and dump it in a receptacle because the southern 
establishment was devoid of any knowledge at ali of what the 
problems of northern Ontario are. They said the best place for 
that “report, “and it was the, 15th sit. .a..50w, .a.would..be..sin a 
receptacle somewhere to gather dust. 


The bill cannot deal with it. An inflation board cannot deal 
with it. The problem for the Tories is that we are next to the 
Americans and in the heartland of the American industrial sector. 
As that goes, so goes Ontario. When that collapses, so too does 
Pntario.. VOU) .do> noc, want. - to, deals with it. To deal. with, it 
properly, you would nave to readjust tne weaknesses in our own 
economy, which you are not prepared to do. You bring in your silly 
little bill, but besides freezing wages, you are not going to do a 
thing. 


I tind it really depressing that we think to freeze a few 
wages is going to resolve any problem. If the American interest 
rate, which turned around last week for the first time, goes up at 
aul, your) bill will be a mockery. I recall I interjected when: fhe 
Premier was winding up on second reading. I said, "Bill, you want 
to hope that Reagan does not win the election in the United States 
where ne can control both the Senate and the House because he 1s 
going to go back to high interest rates." 


The Premier said, "You are too much of a pessimist." I am a 
pessimist. “What “I°'say is “thac it ”“the” Americans drive it Up, our 
bit? wild not “do Janything.- nae ts rwhat 1s 9wrong. “Thates the 
fallacy of the bill. As the economy in the United States goes, so, 
too whl. it -here. “Lf 1t does ou DECK “Up” In- thewUniteo otaces, 1c 
will not pick up here. If the Americans jack up interest rates, 
interest rates will go up here and you will have more unemployment. 


Mr. Jones: You keep pretending that we are pretending 
hat.this <iswa single, silver sbuiger fon. thel economy. hat "snot 
true. 


Mr. Martel: I would like to know what the hell else you 
have going for you. 

Mr. Jones: Le is a*““"particular’: "phase. Ee has been 
explained to you by the Premier and by the Treasurer in the debate 
you just alluded to. They have set about and nave been doing so 
Since the last budget in programs as recently as yesterday-- 


Thes“Acting: sChairmans Gentlemen, at being *“sixsfotciloex, Tf 
think that would be a good point to end on. 


Mr. Martels, Could Iyjust. finish: 


The Acting Chairman: One sentence, Mr. Martel. 


Mr. Martel: Unemployment continues to escalate every 
day, despite all you are saying. 


Mr. Mackenzie: Yes, 900 jobs a day right in Ontario. 


Mr’. -"Martel:”” It™’continges ~ to” escalate, and “your budget 
has not turned it around one jot. 


The Acting Chairman: We stand adjourned until eignt 
OC Lock 


Tne committee recessed at 6 p.m. 
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INFLATION RESTRAINT ACT 
(continued) 


Resuming consideration ofr Bill 179, An Act respecting the 
Restraint of Compensation in the Public Sector of Ontario and tne 
Monitoring or Intlationary Conditions in the Economy ot the 
Province. 

Moro. aChalrmaisweigivtsee sarnquworumpctsofedd. shalbe‘calbliy the 
meeting to order. Shall we carry the vote with regard to clause 
L( ay? Shall t(a)®carry? 

Mr. Mackenzie: No, not carried. 


Mr. Chairman: Snall we nave a vote? All those in tavour-- 


Mr. Mackenzie: Hold on, Mr. Chairman, we're entitled to 
20 minutes. 


Mieitiaa rman YOU uStsaSk «LOL cbt. 
Mr. Mackenzie: I'm asking. for it, Mr. Chairman. 


Mr. Piché: It is on record that there is a tilibuster on 
and we will deal with that situation in exactly 19 minutes. 


Mr. Chairman: Twenty minutes, until 8:28 p.m. 

The committee recessed at 8:08 p.m. 
Bs 2627p Ji. 

Mr. Chairman: I presume you wish to have a recorded vote 
as usual. We are voting on Mr. Mackenzie's motion to amend clause 


l(a). Reply to tne clerk when ne calls your name. 


The committee divided on Mr. Mackenzie's motion, which was 
negatived on the rollowing vote: 


Ayes 
Laughren, Mackenzie. 
Nays 


Barlow, Conway, Elston, Eves, Mitchell, Piché, Ruston, 
Stevenson, Watson. 


Ayes two; nays nine. 
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Mr. Chairman: Mr. Mackenzie's motion fails nine to _ two. 
Therefore, snall we vote on the original clause l(a)? 


Mr. Mackenzie moves tnat section l or tne bill be amendea by 
Striking out clause ta).. 


Do you nave copies to Circuiate, or 1S thiS the only one? 


Mr: Barlow: * On” ay “‘pointetoLrmaorder, . Mr. “Chairman: —My 
unaerstanaing waS--according to the rules otf the House as 
Supported by Beauchesne's Parliamentary Rules and Forms--a motion 
to delete is not in order. 


Mr. .Cnalirman: ‘That “Ls correct, “except] that. 1 4am reading 
a memorandum to all assistant clerks, both table and committee, 
dated November 2, 1982, trom Roaerick Lewis wnich in its last 
paragraph states: "A motion may, o£ course, be made for the 
amendment oft the section by Striking out a subsection. Tnat motion 
is quite in order." 


Mr. Mackenzie: We checked that and our intormation is it 
lS. Qui teninivorden, 


Mr. Chairman: Yes. I believe Mr. Renwick nad consulted 
with the clerk. Carry on, Mr. Mackenzie. Please address the merits 
of your amendment. 


Mr.. Mackenzie: It is very simple. I felt very strongly 
when I moved the amendment to change it to the prices review 
commission, that the name was a misnomer. It waS--as my colleague, 
the member for Riverdale (Mr. Renwick) called it misleading, I 
call it downright dishonest, because it is Simply not an Intrlation 
Restraint Board. 


I «fully "recognize that!  the- *chainman® *acesn ta want Lon oC 
through all of the same arguments again, but I think it is 
inappropriate tor the government to proceed witn a bill that nas 
the name Inflation Restraint Board wnen there iS nothing in the 
bill that will answer the question or the problem of intlation in 
Ontario.9°P4'think» it’s*® a@totally larshenestignametFangiaa think it 
should- be-'struck’ out) “and  should* not .b@ parehiohycthis. particular 
Dili. 


I can't see any valid reason to continue a bill with this 
particular name in it. It really is tarcical. There is no possible 
reason to continue: this section ol (tne pili, | calling: ice tie 
Inflation Restraint Board, wnen it doesn't cover that area. That's 
not what the bill is all about, there's just no question about 
that. The bill.is all about, it is clear, sthemeontrolvofti workers’ 
wages. I 


“Ur Laughrens Mr. Chairman, I am glad the undersecretary 
for the Ministry of Treasury and Economics is here again to hear 
the arguments. 


Mr. Conway: He looks very ministerial to me. 
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Mr. Laughren: Undersecretary iS wnat nis trriend, Ronnie 
Reagan, calls him. 


Mr... Jones: This..is the same speech, not only in your 
opening comments, put the same thing we nave just heard on the 
last one. This is a little redundant. 


Mr. Conway: Does he ever show us the picture of you and 
the President of the United States? 


Mr. Mackenzie: How could ne? He nasn't talked about this 
before. 


Mr. Laughren: I nave always referred to the 
parliamentary assistant as tne undersecretary because of his 
political Leanings and nis perpetual liaison. 


Mr. Chairman: Would you please restrict your comments to 
the motion at hand, Mr. Laughren? 


Mr. Conway: Does he nave a tax cut program? 


Mr. Laughren: If you can control the other members or 
the committee, I would like to get on witn tne debate, Mr. 
Chairman. 


Mr. Chairman: They are waiting for your very intelligent 
comments. 


MEweeGbaughrensis Thank "you., Thesc(reasoni.we wants to change 
this first section is because we do not want to be part of any 
piece of legislation in Ontario whose opening clause is as 
misleading as this one is. Perhaps you can feel comfortable, but 
Wercdon st weWeedo Nnotiithinkidit' is) proper!ito! start. outi'a: bill” by 
Saying it has something to do with inflation restraint, namely, 
that, "'Board' means the Intlation Restraint Board." 


If the parliamentary assistant or the government members 
would take a few moments here tnis evening, right now, and tell us 
why this should be called the Inflation Restraint Board, if they 
would explain to us how this will achieve a reduction in the rate 
of inflation, then perhaps we wouldn't have to go through the 
agony of debating this particular amendment. 


Mr. Piché: It's filibustering. 
Mr. - i Laught enys No; ait vs, pnot | ap Lidibustern.,,.The,,member .for 
Cochrane North does not recognize the difference between a 


filibuster and a prolonged debate. 


Mr. Piché: A prolonged debate is repeating yourselves, 
Saying the same thing, when we are nere to try to do a job. 


Mr. Laughren: I agree. 
Interjections. 


Mr. Laughren: I want to tell you people something. 
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Mr. watson: People tell me they don't like it, but get 
it through fast, because they won't get their retroactive pay 
until they do. I near it every day. 


Mr. Laughren: Let me tell you something and maybe it 
wil put re into perspective TOr you. I h 
government--try to live with that just for a moment 


Mr. ‘Stevenson: IT) can’t possibly picture that. 


Mrs thaughren’ bet * mesebivemouty my fantasies ror about two 
minutes. 


Mr. Jones: Mr. Laughren, you were inviting myselr or any 
of the mempers to make some comment. When would that be that you 
would-- 


Mrs \LaughrentS ait “your aver fanished, I would pe very 
pleased. 


Mr. Watson: I think he's finished; we had better have 
some comments. 


Mr 'Laugheens Pf Aweitwere thes 9gover ninlenttmandigwe Diwere ato 
bring in a bill that said trom this moment all of the nonrenewable 
natural resources of Ontario will belong to the crown, you 
people--I am serious about this--would be so angry with what you 
regard as an assault on private property and on the rights of the 
individual to hold property, and what you view as your system, 
that you would dig in your heels so deeply that nothing could move 
you. You know that. You know that tnat's not an unfair argument 
for me to make, that if we were to do something like that, tnat 
was so alien to what you believed in, you would dig in at least as 
deeply as we've dug in. You know that. 


What we're saying to you is that's how we feel about this 
piece ot legislation. 


You're telling us that it's wrong that we're filibustering, 
because we are digging in deeply on sometning about which we feel 
very “strongly .8.19 think @that thatsstuntaiy oftyour- tol dorlitnat teigcan 
understand why you're frustrated, but wouldn't you be as angry if 
the roles were reversed in the example that I used? 


I think you would be able to justify to your friends out 
there, day and night, tnat wnat you were doing wasS in the best 
interests of the system. Even though it prolonged debate, and even 
though tne government, if we were the government, were accusing 
you of filibustering, you would say: "Let them accuse us, 100k at 
what we're protecting. Look at what we're trying ~ to protect." 
That's what you would Say. 


All we are saying to you is that by debating this bill as 
fiercely as we know how, we are trying to protect something in 
which we believe and in which we believe very strongly, and in 
which our friends believe. 
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I tnink that it's very simplistic on your part, members or 
the government caucus in particular, to just write it oft as 
filibustering by the NDP. It's not proper that you should ao that. 
I can't stop you, but I really believe tnat you're underestimating 
the depth of our feeling on this particular piece of legislation. 


For you to expect anything else from us doesn't make sense. 
You must have known, when this bill was debated in your caucus--I 
know you weren't given any details--you surely knew that we would 
find the principles or this bill very, very offensive. You must 
have known that you were going to be in for the battle of your 
lives in the Legislature and that we would use every means at our 
disposal to make sure that you didn't pass this bill easily and 
that we would do everything we could to defeat the bill. 


Mr. Mackenzie: We hope it doesn't pass; you may come to 
your senses. 


Mr. Laughren: That's what we hoped, right from_ the 
beginning and notning has changed. 


I Know your sense of frustration because you don't believe, 
as we do, that you're trampling on certain rights hnere that you 
shouldn't trample on. You believe that you may be trampling on 
some rights, but for the overall benefit of society you're going 
tonto that. 


I want to tell you that it iS an extremely dangerous 
argument to make because trampling on somebody's rignts can be 
used to justify a lot of things in our society. It has been done 
in other societies; I needn't go into in detail now, but you Know. 


For you to not understand that and not appreciate how 
strongly we feel on it I think is an indication of either one of 
two things: you underestimated us in the way we feel committed to 
collective bargaining and to the honouring of contracts. I suspect 
that you underestimated our feelings about your obligations to 
honour contracts. I Suspect you believed that we would be angry 
about the collective bargaining argument, "But the contract thing, 
they won't be worried about that." I can just imagine the 
discussion. 


Well, we are angry about that too, because we were taught 
that you have to honour contracts and now you're debriefing us. 
You are debriefing society and telling society: "Don't worry about 
contracts, don't be silly. If you signed a..contract,,big .deal. 
It's not in tne best interests of society that we nonour that 
contract." That's what you're saying. I'm waiting for people to 
argue that it's not in their personal best interests to honour 
their own personal contracts and therefore they don't have to. 


I guess the part tnat makes it the nardest to accept 1S that 
no one has told us how this is going to restrain inflation. We 
don't know you get away witn calling this an Inrlation Restraint 
Board. Why didn't you call it tne arbitrary powers board and be 
done with it? Why give it a name? It's like putting Sugar around a 
Bibl . 


8:40 p.m. 


You Gall “1t “an tinSkatiomekestraint Boaraatd you Give’ the 
impression” out” there “thatesthnis ~board* -is-"GoIng Otor'*resrcrarm 
inflation. Well, people aren't so naive that they are going to 
swallow that pill. it's" auplacebpo. 


We would like to hear how this is yoing to accomplish 
anything. I'm glad to near that the parliamentary assistance 
intends to inject nimself into the debate and explain to us how 
this*” board, »rs¥ *goEng' eto Wrestrain winitation. Mierodk | lorward-tito 
nearing tnose arguments, now or very shortly. Because I'll teil 
you, those arguments have not been made. 


I would have preferred, of course, tnat we could have had 
the various ministers before us to explain how it affectea tneir 
particular jurisdictions in terms ot intlation restraint, but you 
know the Conservative members have refused to extend that right to 
us. 


I hope, Mr. Chairman, that you don't think that we should 
acceptsuelause l(a) just the way it's written, because “it's 
written. I hope you don't believe that you could call it anything, 
and that we should believe it, and that we should accept it as 
being appropriate in this particular bill. 


If that was called the inflation encouragement board you 
would) think; ."Well;,» that's! siilys «we: :wouldn! tyiwants to call eit tan 
inflation encouragement board." We feel that way about the term 
"Inflation Restraint Board." We do not believe it is yoing to 
restrain inflation. 

I am really pleased that the parliamentary assistant is 
here, the undersecretary of the Treasury is here to explain that 
to us, because I am telling you-- 

Mr. aMarteiwaHe Can t. 

Mr." tT Ldugnhrens V=wien peoplegwask te "about" Lreseraticemrn 
the public sector, I don't know now to explain to them how this is 
going to restrain intlation. 

I went down to meet the miners at a reception at the Royal 
York during the last couple of hours and hardly any of them nad 
bad backs or white-hand syndrome or anything like that. 

Mr. Martel: Or wage restraints. 


Mr. Laughren: They weren't crippled miners. These were 
people who were the bosses in the mines, mainly here in Toronto. 


A couple of them said to me, "What's going on in the-- 
Mr. Piché: What are you doing here? Who invited you? 
Mr. Conway: You've got to give Piché a star for that. 


Mr. Laughren: I'll give Piché a star for that. 
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Mr. Watson: ine Wauddr (Gove \ to). ‘haveeira ivbive:. -perr. cent 
increase. 


Mr. Laughren: If I was earning $100,000 a year I could 
live with a rive per cent increase too. 


Some of them Said to me, “You kKnow"--I want tne member for 
Cochrane North to listen to this because ne got off a good line at 
me there a minute ago. Several ot the mining people said to me, 
"We're very pleased tnat you New Democrats came to this 
reception." 


Mr. Piché: Tnat's not what they told me. 


Mr. Laughren: I said to them: "Have you told Rene Piché 
tnat?" They said, "No, but seriously"--tney didn't want me to joke 
about it--"we are glad you have come down here to talk to us, 
because you make uS tnink and you make us re-evaluate a lot our 
preconceived ideas about mining." 


I said, "Well, I'm glad I'm here too." 


I won't go along with that any further, but no, I'm serious 
about that. A couple of them-- 


Mr. Piché: I was embarrassed for you wnen you took that 
doggie bag though. 


Mr. R. F. .Jdohnstons Thatswas for me, 


Mr. Laughren: They asked me to bring that back for you, 
René. 


Mr. Chairman, a couple of them did aSk me what we were 
debating and why it was taking us so long and how we could 
possibly oppose a bill that would restrict increases’ in 
compensation in the public sector. 


As I talked to them, most of them smiled rather sneepisnly 
when I said to them, "Of course, you are in the private sector, 
aren't you?" Tney all nodded sheepishly, it I could use tnat term. 


Interjections. 
Mr. Watson: Sheepish about being in tne private sector? 


Mr. Laughren: They said, yes, they had to admit that was 
true, tney were in the private sector and theretore it was mucn 
easier for them to restrain someone else's level ot compensation 
and not their own. 


I want to tell you that wnen I askea them, "Do you really 
think that restricting the compensation in the public sector to 
nine and five will solve any of your problems, any or the problems 
at all, in the mining industry?" not one of them even hinted that 
it would have anything at all to do witn the mineral markets out 
there, which is an international problem. There was not a single 
indication of that. They know better. Tney know it's irrelevant. 
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It's really strange, you know. 
Interjection. 
Mr. Mitchell: Now, Elie. 
Mr. Martel: Pardon me, I apologize. 
Mr. Piché: Not Tories, government members. 
Mr. Martel: What's the dirrerence? 


Mr. Piché: A majority government, and we're not acting 
Like Tt iene now: 


Mr. Martel: I listened to the Liberais tell me about a 
fair wage policy. 


Mr. Laughren: A majority government probably requires 
even more responsibility than does a minority government. When 
tnere iS a majority government there is an added-- 

Mr. Piché: We're here to govern. 

Mr. Laughren: I agree. 


Mr. Piché: Tne people ot Ontario. said, "You are the 
party we want to govern." 


Mr. Laughren: Tnat's correct. I agree with tnat. 
Mr. Martel: With justice. 


Mr Pichéws-Yousywith. yourtysmally mincuity tfeeleitnhat kyou 
Should be the governing party. You have taken democracy and you 
Know what you are doing with it right now? 


Mr. Laughren: What? 


Mr. Mackenzie: Do you realize there is an additional 
responsibility on those in government, Rene? 


Mr. Piché: To a certain extent, yes, but you nave 
overdone it ‘right nows You agree.with that, Mr. Mackenzie, i'‘m 
sure. 


Mr. Mackenzie: No, I'm saying you have an additional 
responsibility you're not showing-- 


Mr. Piché: That's right, but to a certain extent. 


MrewubaughrensesThe ) point wel mare ytnying to iimake:.1s «that 
Majority governments have a responsibility to .iook after the 
rights of minorities. 


It doesn't take any kind of common sense at all to always 
respond to the wishes of the majority. That's a very easy out for 
any government. Surely one of the meaSures of good government is 
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how it responds to the minorities within tneir jurisdiction. I'm 
Sure the members would agree witn that. The member for Cocnrane 
North would certainly agree witn that. 


You're not behaving tnat way. You are saying to Ontario, "We 
think that most of you woula like to see restraint in the public 
sector so, damn it all, that's what we're going to do." That's 
what you're doing. You naven't taken the next step and said: "wait 
a minute. What effect will that have? Will that have a good 
tinvact?,.Witienet stfectvtheo rate of. dnfidatron?7oWikl sit create 
employment? Will it rebuild the manufacturing sector? Will it 
stimulate the resource sector?" 


You have done none of those things. You haven't even gone 
that far to look into the impact of your legislation. That's your 
responsibility. 


When the government members say that we are making a mockery 
of the democratic process, I want to tell you, you should look in 
the mirror. Look in the mirror, because you are the people who are 
not carrying out your responsibilities in the democratic process. 
That's where you should be looking, not to the opposition. 


I would ask you, Mr. Chairman, if the government members can 
remember any time when the opposition dug in for a prolonged 
debate, and I emphasize that phrase, for a long debate on a piece 
of legislation the way we have on this one. Tney would nave to say 
no, there hasn't been such a time. 


It is not the common thing: to have».us debating a bill at 
such length. It's a very unuSual thing to happen in the Ontario 
Legislature. It's very unusual. I have only been nere 11 years-- 


Mr. Conway: That long? 


Men sbavughiensee--anny) Tiyhaye. never eseenw.it happen, winevers 
Maybe the members who have been here longer have seen this happen 
before. 


That should tell the government members something. This is 
not something we do lightly, engage in a prolonged debate. We 
oon rt. oosthatsedightiy. 


Perhaps rather than take the easy way out and accuse us of 
filibustering, you might ask yourselves why we are engaging in 
prolonged debate. You might ask yourselves that and understand 
that there is a principle here that is very, very important to us. 


I did not hear anybody objecting when I used the analogy 
that if we were to bring in legislation taking away resources from 
the private sector that you would do the same thing. You know you 
would. Somenow that is different in your minds, that because you 
are a majority government, as the member tor Cochrane North keeps 
saying, it is different somehow. Nonsense, it is no different at 
a2. 


8:50 p.m. 
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If you could show us that there is a component ofr intrlation 
restraint here, you could probably convince us. But you cannot 
show Us. -Youw-have ‘not “shown ius at’ vall, “not)) one dotasenYou!/ are 
Laughing, bute ts) true. 

Mr. Martel: Yous cannot; 

Mr. Laughren: “You “cannot “show “as- how*Syou are’ gorngsSto 
restrain intlation with this piece of legislation. You cannot do 
py ate 


Mr. Martel: Ontario health insurance plan premiums’ go 
up, gaS goes up, hydro goes up. Where is the restraint? 


Mr. Piché: Wages go up. 

Mr. Martel: No, they do not. 

Mr. Laughren: This legislation is selective in two ways. 
One, it 1s selective in whom it is applied to. Right? The public 
sector. It is also selective in that it only applies to certain 
people in the public sector. It does not apply to rates and prices. 


Mr. Piché: The private sector is affected. We have 
500,000 people unemployed in this province. 


Mr. Foulds: Tnis bill does not create one job. 

Mr. Laughren: That is the point. 

Mr. Piché: If I was working in the public sector and I 
waS going to get five per cent instead of eight or nine per cent, 
I would be very pleased to keep my job, keep the wages I have now-- 

Mr. Foulds: Are you expecting to fire them now? 

Mr. Piché: --keep my job and get five per cent on top of 
that. I hire about 40 people. I know what the private sector is 
going through right now. 

MY.) 4 DAUGHE ens oi “Tair onoOtCiduarhewling, “wreuh Metirac ‘aces all. 
What .I~ am “Saying” to” you is that "by Yaringing “in” this “piece Of 
legislation, you are not going to do anything about that problem. 

Mr. Piché: Yes, we are. 

Mr. Laughren: How? 

Mr. Piché: What else then? 

Mr. ~~ -Laughren:’” Are’ -you ‘telling’ mes thatwechis S1is¥ going: ‘to 
affect one bit the layofts in the mining industry or in the auto 
industry or in the pulp and paper industry? 


Mr 2°Piehé "Tt? will try “torstop ict 


Mr. Laughren: Try to stop what? 


EE 
Mr. Piché: The layotfs and the unemployment. 


Mreip FOusdsc<f THis) PI D7 AGW 9, does.\ this, .bill try 7to “stop 
that? 


Mr. Laughren: It cannot do it, René. 
Mr. Chairman: Order. 


Mra. PichécnsYou navés,.to.4try .to..stop” it... There .are others 
involved than the public sector.? That is the important thing. 


Mr. Laughren: I appreciated the chance to nave-- 
Mr. Piché: You are not speaking; we are voting now. 


Mr. Chairman: You were not really through, were you? You 
were just having a drink of water. 


Mr. Laughren: No. Let the record show I had some water. 
The members opposite have simply got to understand that if we are 
going to make rapid progress on this bill, as opposed to prolonged 
debate, they have got to start engaging themselves in the debate. 
You have to speak on the different clauses, explain to us why you 
are proceeding with the particular clauses, why you disagree with 
Our amendments. Otherwise, we have no alternative but to believe 
that we are right and that our amendments are correct but that you 
Simply cannot Support them because you have been given your 
Marching orders. You know that we march to a different drummer. 


Mr. Conway: But march all the same. 


Mr. Laughren: Therefore, if you want to move this bps 
along, which we would like to do, to its proper end, namely 
defeat, then you should engage yourselves in the debate to make 
Sure that we understand fully why each one of these clauses in 
this bill should be there, why it should not be amended as we are 
suggesting. 


Surely you agree that it iS our responsibility, as the 
Opposition, to make amendments as we see fit. You would agree with 
that, I am sure. That is our job. 


Mr. .Pach@ss Spéak on Jit to: -a certain “amount—of--time,-, but 
not the way you are doing right now, abusing your rights in this 
committee. 


Mr. Laughren: On that note, Mr. Chairman, I will 
conclude my remarks. 


Mr. Piché: Oh, good, can we vote now? 


Mr. Stevenson: I just have a few brief comments. Mr. 
Laughren stated that if they were in power they would take over 
all the nonrenewable resources and that we would put up a fight. I 
am sure that we would put up a tight. I am sure it would be a very 
active fight and debate and so on. 


Ve 
Mr. Martel: ASK him about Petrocan and Suncor. 


Mr. Stevenson: I am not sure we would go on indefinitely 
on that particular thing. You make your point. That iS your job, 
as the opposition, of course. Somewhere there becomes a point 
where you have made your case. I think you have made your case and 
made it very clearly. As far aS we are concerned, it is time to 
move on with other sections. 


As far as talking to various amendments and so on, I think 
the’ **statements’ “of: the Treasurer =*(Mrvy P'S. “Phi llernjss ands the 
statements of the Premier (Mr. Davis) and comments that have been 
made here in the committee certainly have made our position fairly 
clear. I do not know that we have to be going over and over those 
particular statements. 


Mr. Laughren: It seemed like a good idea at the time. 


Mr. Stevenson: I am not sure that we require any further 
explanation, at least on the general intent of the bill and what 
is hoped to be accomplished and how. It has been stated many times 
by” the=Premier’ and’ by ?the’ Treasurers Lt? its not? totally Lairrco 
everyone that it affects. Under the circumstances, it is the 
government's position that it is a worthy piece of legislation and 
something that is required under a really extreme financial 
Situation that exists in this country right now. 


Its effect on public servants has been made very clear by 
your party and others. I think the effect on taxpayers and so on 
has also been made clear over the time and the situation is that 
in times of extreme financial stress on governments at all levels, 
sometimes one has to take steps that are not particularly tasteful 
to anyone. 


That is what this bill attempts to do. Certainly we are 
Supporting it with some amendments. I do not know that there is 
any real point in going over the stand that our party has taken. 


As far as the actual name of the board goes, the Inflation 
Restraint Board, again, our position is clear. You do not agree 
with it and I accept that. To say that we are going to sit here 
and resolve that situation, I am sure we are not. 


Mr..,Martel: What- does the board “roll. backveThat 25. the 
real issue. You say we have to pass it through because those are 
unforeseen costs. That is a wishy-washy way of handling it. 


Mr. Stevenson: The board rolls back the labour component 
of the costs. we cannot expect companies who are-- 


Mr. Martel: Ontario health insurance plan premiums, gas, 
hydro. 


Mr. Stevenson: “OHIP, we have been. over*ithat*<1n question 
period. 


Mr. Martel: That’-is®-right?= but Sthe~ “worker's ~*cCannot pass 
it through. They have no control over it. That is the real issue. 
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Mr. Stevenson: The companies in Ontario tnat are 
receiving energy that is outside of the federal wage and price 
guidelines cannot afford to bite the bullet. 


Mr. Martel: Can workers whose mortgages go up bite the 
bullet? 


9 p.m. 


Mr. Stevenson: well, the. ~jstuation is. and it's been 
said many times, that many of tne people--not just workers, but 
anyone-- 


Interjection: We're all workers. 


Mine co CEVENSON?» —-ate. not. exposed, to, the..full _.cost.. of 
living increases. For much of the population, about 60 per cent of 
the consumer price index is a more representative number of what 
people see. 


I don't argue that there will be certain groups that will be 
under some pressure meeting these payments, but it's also safe to 
Say there are certain taxpayers out there in the private sector 
that have been laid otf or have received no increases at all. 


Independent business people and so on are under situations 
where their incomes are probably going down and they are being 
required to continue to pay taxes; in many cases increased taxes 
and-- 

Mraene GQuldsss.50. you ) admit. this, 15., ao move: to,.Limit.,. the 
provincial debt that Frank Miller can't control in otner ways, so 
he is doing it here? 

Mr. Chairman: Order here. 

Mr. Stevenson: In one form or another we have been over 
this question many times, Mr. Cnairman, and I request at this time 
that the question now be put. 


Mr. Foulds: We were just wondering what your position 
is--whether you are proposing unlimited debt. 


Mr. Chairman: All right the-- 


Mr. Foulds: Point of order. Can a member make a motion 
after he has spoken? 


Mr. Piché: Yes. That's the simplest of the rules. 


Mr. Foulds: My understanding was you had to make the 
motion and then-- 


Mr. Chairman: It can be moved at any time when he is 
speaking. 


Mr. Foulds: Is he speaking? 
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Mr. Chairman: Yes. As he is finished speaking. 


i'm “atraid LI .mist~ralevtnarc out of “order. muct irale iitrrout 
of order under standing oraer 36 as an abuse to the minority. No 
Liberals have spoken althougn none has requested to speak, but 
only two NDPs-- 


Interjection. 


Mr. Chairman: --we do have five in the room and only one 
PC has had ‘a chance to ‘speak. There’ are two more =*PCs -who? nave 
requested the right to speak. At this time I must rule that out of 
Order. 


Interjection. 
Mr. Chairman: You would like to get rid of me, would you? 


Mr. R. F. Johnston: Mr. Chairman, after that commendable 
ruling--Mr. Jones had earlier said he'd be pleased to, if Mr. 
Laughren ceded the floor, explain why tne definition of this board 
aS the Inflation Restraint Board waS appropriate. If you would 
like to, I would be glad to give you the time now to make that 
Statement, if you want to add more to what Mr. Stevenson said. 
Otherwise I'm prepared to-- 


Mr’. “gones=” I° wrlkl do’ it*now*irvyouw wish: 


Mr..o “Roa FF. Johnstons) "On,4 +s y.ouF wouddy?like-.tomcome Satter 
us? 


Mr. Jones: I'll go now if you wish. 
Mr. R. F. Johnston: I'm in your hands, Mr. Chairman. 
Mr. Chairman: Are you giving away the floor to Mr. Jones? 


Mr'o"TR. “Fe Johnston?’ "I'd? .be glad’ toe EQRFowesrim sre he 
would like to go first. We haven't heard that statement yet and 
I'd be glad to hear it before I speak. 


Mr. Chairman: No. You nave the tloor in order and either 
you should continue with your statement or perhaps then give way 
tovnims 


Mian Reiesis, WODNSEONs wiles Seeewe Whats wouldss@chat §G0+. to" my 
getting back-- 


Mr. Chairman: I donive Know. Tate very poor at 
anticipation. 


Mr. R. F. Johnston: I see.” well, ~ I had better-speak. I 
have the sense that at some point or otner that motion we just 
heard mignt become an order before I got back on the list, naving 
already given up my chance to speak. Some ruling like this might 
cross your mind and I couldn't allow the-- 


Mr. Jones: Can you predict that long? 


ae, 


Me, Bet Fas dOnNStOne. No. Tim just. going .-to7.try te" expand 
On the rather terse, short statements made by the member for 
Nickel Belt. 


I will raise the questions again. Then the parliamentary 
assistant can maybe respond to some of my concerns about this name 
we've given tne poard--Inflation Restraint Board. I would like to 
Know how this board iS going to arfect inflation at all. I would 
Suggest and pose to the parliamentary assistant tnat at the moment 
interest rates are dropping without this board and beside, tne-- 


Mr. Piché: He is speaking to an amendinnent we nave 
already dealt with; the name. We voted on that. 


Mri Rone oe Johnston: 2 iWe. larei<«-definings* clause:> l(a). fF 1 
snoule not <cespends td jeinterjections«. dJ-iwildlestry, isto be «more 
disciplined. You should have caught me on that. I will be more 
disciplined. 


Interjection. 


Mr. R. F. Johnston: Yes, these others may trivialize it, 
DutsI wilibenot. 


Interest rates are already dropping. No one could claim tnat 
the six and five federally, or the proposal of nine and five 
provincially--we would agree there are very weak arguments to be 
made there, that the effects--have had any effect on the interest 
rates. It the drop in interest rates continues, inflation in 
larger terms will probably be brought down. I think most people 
would agree with that. 


I cannot see--and I would like the parliamentary assistant 
to explain to us--how this board, as we are defining it, will 
affect that interest rate. I would really like to know what effect 
it can possibly have. I would suggest other factors outside this 
board will nave an effect on it, but not the board itselt. 


Look at the private sector and the Kind of example this wage 
restraint package and inflationary monitoring bill woula nave on 
them. I would also suggest it iS not going to have any major 
eftect. Tne private sector is already weakened; surely tnat is one 
thing on which we are all in agreement. The effects of inflation 
have already been felt by the private sector and they are trying 
to respond in a number of ways. There have been closings because 
of the high intlation, and tnosSse companies will not reopen just 
because we have an Inflation Restraint Board. 


We also have the situation where workers have actually taken 
concessions, have gone into work sharing, have taken partial 
layoffs to keep their jobs. On top of that, we have also seen that 
the wages are dropping in the private sector. So that is already 
happening. 


I would like to know how this board is going to add to that, 
any more than is already happening, as to the inflation restraint, 
the effects on the private sector. I would suggest it is not going 
to have any effect at all. 
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Given those situations, I would suggest the government has 
provided the pertect scenario for bargaining witn its public 
servants. It has all of these things happening in the economy, and 
it can turn to its public servants and say: “Look, we are ‘really 
Strapped. we have to put our money into job creation, so we want 
to offer you less." 


Tney had that opportunity in tne last nine montns or so, in 
contracts tnat came up. For one reason or another, they did not 
achieve tne levels they wisned to. But at the moment, surely they 
have that before them already. I would suggest they had that power 
just as strongly, altnougn maybe not in as draconian a fashion as 
they ido by bringangsiin this biil. 


Even if they do restrain the public sector in tnis area, it 
would be very hard for them--and I wait for him to explain to me 
how the Inflation Restraint Board is actually going to say that 
this particular kind of restraint, the nine and five draconian 
imposed restraint, is going to nave any more effect on tne 
inflationary spiral in the province-- 


Interjections. 


Mr. Re. . Fee JOnnNstons *Could’el Casket£or ) some**order?7++ fs 1416 
possible? I find I seem to be speaking to a buzz. 


Mr. Nixon: we are missing sometninyg, are we not? 

Mr. R. F. Johnston: This is the second time the member 
for Brant-Oxford-Norfolk nas felt it iS appropriate to interrupt 
speeches. If you want to interrupt, take your seat, Mr. Nixon. 

Mr. Nixon: I have every right to talk, but go ahead. 

Mri-4+R.SUPSs WOnnston 37 lL edo,eand: sosdowiyou, eel iy yousgwould 
like to take your seat. If you do not wish to, then keep your 
mouth shut. 

Mr. Chairman: Order. 

Interjection: You cannot talk to Mr. Nixon-- 

Mr. R. F. Johnston: I just talked to Mr. Nixon that way. 

Interjections. 

MrsevChairman:+*Irt. is**quite’ gn’’orders 1° %did*-brings-up “Mr. 
Martel the other nignt for doing that same thing, speaking out of 
theichaar. 

Mrs’ Re B.. JONNStome -WOTCh. would be= tihemmeniny “cO*d0, 1. =. 
mignt say so. But commentary from behind me is not becoming. If he 
wants to make those comments, I would prefer them to my tace and 


mgt Mnyerronctecre mes 


Mr. Nixon: The whole world ougnt to stop and listen. 
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Mr. R. F. Johnston: I would suggest we are nere to talk 
and to listen and not to be interrupted. 


Mr. Chairman: Yes, that is quite in oraer, Mr. Jonnston. 
Canty, OMn« 


Mr. R. F. Johnston: The argument’ I am making is that you 
already have, as a government, the capacity to bargain strongly 
with your public sector, 1n terms or holding down tneir requests 
for increases without going to this draconian measure. I would 
like to nave explained to me now much dirference tnis is going to 
make to the overall inflationary effect on the province, bringing 
in this kind otf measure. I woulda suggest it is not a great deal. 


S220Spems 


Look at the second side ot tnis bill; tne cost side. I would 
argue with the member for Cochrane North and the parliamentary 
assistant, that, by God, with the pass-through that is involved in 
Eiie, mat 16 .notre. restraint bill. itowillido. nothing) to-restrain 
the actual inflation of prices. 


Surely we all agree that the kinds of things that are 
forcing our prices up at the moment are the costs of energy, 
transportation, food--God Knows it is not a question of the 
farmers’ incomes on that--and land and property speculation. 


PEGRYOUCELOORY atGethis yb2Lli tine terms* {of <the  okinds “o£ 
pass-throughs that are allowed for corporations tnat are enforcing 
Pprices,;® IPiwould suggest “this. 1s not reStraint at all. I would 
think if you are looking for a real label for this board--being a 
bit facetious--you should call it the arbitrary powers and prices 
pass-through board. That is essentially what it is, if you want a 
real definition of what this thing is about. 


If you do not go for something facetious like that, then at 
least have the decency to go back to the title ot the act, whnicn 
fey much..mone- .accurate, Its is .a.»board for the, restraint .of 
compensation in, the public . sector, and the monitoring of 
mclatzonary icondihions.; elhat .is, all, 1b doesn 1t) restricts the 
wages of public sector people--that is a clear definition--and it 
monitors. It cannot do a damn thing other than monitor prices. I 
would suggest that would pe a far more nonest Kind or title and 
definition for this board. 


To suggest this is a restraint board in any way woulda be to 
Suggest you can establish a restraint for Elie Martel or René 
Piché or Eddie Sargent. Tnere is no such thing as restraint there. 
You can monitor, but you cannot restrain. I would suggest the 
title of this board is totally inappropriate, and that it should 
Se, aS 02t . Baysofin (the jtitle: (of ethe® brill, a board “to restrazn 
compensation in the public sector, and to monitor prices. Tnat 1s 
all it does. 


I wait for the parliamentary assistant's explanation as to 
how it does anything other than what I have said. I teel that is a 
much more accurate definition of tne meaning of board in this 
case, not the Inflation Restraint Board at all. 


18 


Mr. Jones: First, we have neard some talk about strategy 
and wnat it is, and what iS witnin common sense as we go about our 
duties here. I think we really have to agree tnis amendment is 
pretty silly. It proposes to lift this whole section out. Earlier 
NDP speakers tnis afternoon talked about cnanges, and talked about 
a commission which would be proposeda--about wnicn we woula near 
later--to follow the same design outlined in this bill. 


Mr. Johnston raised some questions about how the name given 
to this board seems to make any sense. You have to go back--and 
Mr. Stevenson did tnat for uS--to tne comments or the Premier, oft 
the Treasurer, and of others in the debate in the House when this 
bill was introduced. 


You will recall this bill was explained as being but a part 
of addressing the province's economic problems and its recovery 
program. It was mentioned that inflation was a very large part of 
that. 


In all of the discussions we nave heard about economics, we 
have heard that government is a large part of inflation. If its 
growth is not curtailed, it fuels inflation. Everyone knows that 
is a basic economic premise. 


You also’ asked’ how this! pill “wouldjwatrect” the ~ private 
sector, for example. It is true that public sector wage controls 
will nave a demonstrative effect mon private sector wage 
settlements and their inflationary additions; and that is not So. 


Interjections. 


Mr. Jones:—Mr. Johnston really wantea us to make an 
attempt at this. Intlation, as we all know, is a psychological 
thing in very large degrees. We Know that if people are expecting-- 


Interjections. 


Mr.'""dones: “If “people “look ‘at’ the “pubive sector "as cney 
would have, in all of 1981 and in the first months of 1982 we know 
that public sector settlements were outstripping those in the 
private sector--and I can share those statistics with you if you 
find them helpful. 


Admittedly, as you pointed out, part of that is because the 
private sector was already under other outside pressures. You 
would also know that a lot of the public sector decisions, in 
arbitration and otherwise, are not susceptible to these same 
pressures that are afield, if you will, in the private sector. 


You talk about pass-through. As you do so, I Suppose what 
you are suggesting is that if we are not to curtail wages in our 
public sector, a very major dollars-and-cents factor and a large 
part of government costs, then we are effectively going to be 
passing it along to the taxpayers. What the government has been 
saying, in proposing this restraint in its public sector wages, is 
that it does not want to go out and be borrowing more money. That 
is an expensive proposition, as we all know. You are talking about 
interest rates, but for a government to go out and borrow more 
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money in tne private markets--to increase taxes is anotner 
alternative, and we Know what that does. You did not all agree 
with it, but we recently gave a holiday to what we felt was a very 
important sector, our small pbuSiness sector. 


We cannot have it both ways. We are saying we are either 
going to restrain government costsS--and you cannot ignore that 
wages are a big part of that in the public sector-or otherwise we 
have to increase borrowing, increase taxes, or Start cutting back 


services or cutting back the numbers of people in the public 
service. 


we nave said tnat controlling those costs, given that wages 
are such a part of the dollars of a budget, whether it be in the 
transfer payments to the other levels or government, iS wnat 
Constraint is “about ‘and’ *this- is -why <this “bill© is» Here. “Yes; I 


suppose it is an example to and nas a psycnological effect on the 
private sector. 


Mrs “Kh. Sf se > JOnnston:’" How’ much’ more’ ~orf a -“psychologial 
effect on the private sector do you need? That was one of the 
Treasurer's great things, that it would signal this. 


ME. Gaonestotrormrone* thing,” ls 'think “10 Lis) ‘sate to-say that 
we have certainly nad people in the private sector looking at it. 
Rightly or wrongly, they have a perception about the public 
sector, not just in its wage scales, but especially as they look 
at 17-week maternity leave they start to look at the benefits that 
are perceived to be in tne public sector and in very many cases 
are. The private sector naturally works towards having those. 


Questions of the legislative impact were raised by Mr. 
Laughren, I believe. He asked if the government and government 
members, those in the Treasury, nad looked at some ot the effects 
that this legislation might have. In the debate in this committee, 
talk has been made about the need tor job creation, Tne government 
is doing other things outside the realm of this program, but it 
has also looked at some of the positive things. 


You people have made the argument about helping the economy. 
We have heard it said here that we hnelp reduce inflation if we 
have increased consumption, increased buying power, more people at 
work. YOu are saying tnat one or tne things we are doing, if I 
understand it correctly, by reducing our public sector is somehow 
Or another reaucing buying power and thus fuelling inrlation. 


It happens that the Treasury has done some studies in this 
area. Treasury people did an econometric simulation EO a 
considerable extent. They took a look into 1983, for example, and 
found that there would be 67,000 more jobs as a result otf this 
bill. They foresaw in 1984 tnere would be 156,000 more jobs. They 
used certain assumptions, of course, and one of tnosSe was an 
average increase of six per cent in 1983 and tive per cent in 1984. 


Mr. R. F. Jonmnston: Can you table those? Did they say 
what the rationale for that was? 


Mr. Jones: No, I don't have them for tabling, but I have 
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neard these studies being made and discussed and we heard, more 
important, from many private sector people. I can tell you I know 
something about the business background. Like Mr. Picné, I do nire 
people and I know something about the ditficulties some companies 
are naving. I nave some that are naving difrriculties and some are 
doing ratner well. It depends on where they are and how they are 
insulatea against tne specific economy and wnat tneir product is. 


I can also tell you that at Treasury they certainly have had 
employer atter employer, large employers, small employers, in the 
private sector share with us that tney feel strongly tnat tne 
economy will benefit, that inflation will-- 


Mr. Martel: If you were an employer, wouldn't you want 
five per cent for Christ's sake? Come on, let's not be so bloody 
ridiculous. 


Mr Cnairman: Mr’. Jones, please disregard the 
interruptions. Mr. Martel, you are on the list three down the way. 
You will have your opportunity to speak. 


Mr. Martel: That's nonsense. 


Mr. Chairman: He doesn't have to stop or be interrupted 
because he speaks nonsense. 


Mr. Martel: Don't come here with that nonsense. 


Mr. Jones: Mr. Chairman, tr. ‘KnOW ~*trat Mrs "MarcteLr and 
others on other occasions would like to, and they even accuse us 
of it, of setting one segment of our economy against others and 
“tnat's not the case at all. The remedies anda the discussions tnat 
we have made in proposing this bill have all addressed the economy 
as a whole. 


I Know people nave tried to take us to Sudbury and take us 
to other certain specific communities and certain hardsnips, and 
that may be fair. We nave listened and we nave appreciated those 
comments. However, this bill is for the overall economy. It is for 
the, publicesectors its:irs «for, themprivatestsectons lutieis for the 
employer and the employee. 


Certainly the employer is not going to benefit out of nard 
times. We have heard you say it, Mr. Johnston, and Mr. Piché was 
mentioning it a moment ago, and it's true. Ratner than try to set 
employers and employees in debate or otherwise against each other, 
they will all benefit by recovery of tne economy. 


What we Simply said is this bill is but one block in the 
things that the government is doing. Our Premier has gone to the 
Prime Minister, because we heard earlier tnis afternoon a lot oft 
discussion about now some of these things are tederal. On some of 
the things that we are having to allow for and pass through, 
whether they be energy related or whether they have to do with 
interest rates, we have had our Premier all but plead with the 
Prime «Minister tor specific, complex » buterspecifiic,derealistic 
proposals for economic recovery across tne country because we are 
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a part of that ana while we have a large role in it, we know that 
so many of tnem are national. 


We nave coming shortly, as we Know, a new finance ministers' 
meeting. We have a lot of things at work. We are, however, saying 
that tnis biil is an important part of that and is an important 
Bar (Of = Neto to) pra nG..4nilation »undet Peontrol. It*-1Ls, an 
important part of our being a responsibie government and not 
having to go to the alternatives, such as increasing taxes, going 
for increased borrowing, and having to face the cutting of 
services or pernaps the laying otf of people witnin our public 
service. 


We hear the opposition members and some of them say to us, 
“YOu people haven't thought about it,” or, "You do not have an 
open mind about it. You're not thinking about the effects of this 
legislation." I Suggest that we are. We're seeing them perhaps 
with different glasses; we're seeing them in a positive way. We 
are not, for one moment, diminishing the seriousness of the 
Situation of where our economy is at this, but we see different 
remedies and we are, aS a goverment, proceeding, as we Saw from 
the last budget, and other proposals are going forward. 


We have heard one yet again from the Treasurer yesterday in 
his commitment of another $50 million towards another 7,500 jobs 
above and beyond the commitment that he met with Mr. Axworthy 
about in the last few days. 


I just say that because some ot our members have been 
courteous in their replies to the opposition, it is not to say we 
don't nave specific thoughts about why this bill is an important 
fight in helping us bring an economic recovery program back in 
this province. we do believe that it very definitely will be an 
important assist in reducing intlation. . 


Mr. eR SE SY IOnNStone ‘Ona ‘point “Or order; Mr.->Chairman:. I 
appreciate very much the parliamentary assistant's response. It 
was one of the first I nave heard that actually was trying to 
articulate the point. While I disagree with many parts of it, and 
Boat Wil) Scone 0p, * Iam "sure, “as Jwe' go* through the bill, I 
appreciate his taking the time to actually thoughtfully make that 
statement. 


Mr. Chairman: What is the point or order? 
Mr. R. F. Johnston: I couldn't have been allowed to say 
that without interrupting the order if I hadn't said “point of 


order." 


Mr. Piché: How many speakers are there yet to go, Mr. 
Chairman? 


Mr. Chairman: Piché, Renwick and Martel. 


Mr. Piché: Would you think by this time that tne rights 
of tne minority have been looked after? 


Mr. R. F. Johnston: What a leading question. 


ZZ 
Mr. Piché: I am asking the chairman a question because 
ot the rights of the three parties. Mr. Chairman, instead, I tnink 
that the three ‘parties Varer going to. VSupporU rice. 36 Cr eithe 
Standing orders because we have discussed this at length and I 
believe we should move on. SO I would like to invoke standing 
order 36. 


Mr. Chairman: Mr. Piché moves that the question snould 
now be put. 


Mreo7Pichés. oy" am Usuré = everyone! will” adreey ito “that ..h 
would like to thank especially the NDP for supporting that. 


Mr. Chairman: Mr. Mackenzie's motion having been placed 
eee Se eR . . 
and Mr. Piche having moved to invoke standing order 36, the vote 
will proceed. 


Mr. Martel: Wait a Minute, Mr. Cnairman. Are you 
accepting that? 


Mr. Chairman: Yes. At tnis time I am accepting it and I 
will give my reasons. Three NDPs who have spoken, two PCS have 
spoken as well as Mr. Piché, who spoke briefly in moving standing 
order 36, and no Liberals have spoken, but I did point out to 
them, upon Mr. Stevenson's previous standing order 36 motion, that 
no Liberals had requested tnat their names be put on the list. 
Tneretore, I do feel there has been satisfactory discussion and it 
does meet-- 

Mr Martel ocOn oa fpoaneior: Order... 

Mr. Chairman: I am in the middle of a sentence. 

Mr. Martel: A point ot order betrore you make a decision. 

Mr. Chairman: There is no discussion when-- 


MY. y (Mantel: Mr 7 SCHALEMSN, Ons a DOL OL ssObOeL" (Lon ots ert 
obvious to you that the Tories are trying to invoke closure here? 


Mr.) Chatrmans3Mr. “iMartel, C..ati _not. recognizing  .your 
point of order. 


Mr. Martel: You can hear me. 
Mr. Chairman: No. 


Mr. Martel: Sure, you can. You are arguing with me, so 
obviously you-- 


Mr. Chalrman? There is nothing out of order. 


Mow * Martel: How’ -do. byou. eknows )theres. is norhing our s/OL 
Order until I raise tne point or order? 


Mr. Chairman: Standing order 36 motion has been put and 
is in order. It is now up to my decision as to whether it is 
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appropriate ana only I can move it out of order. Tnere is nothing 
out of order. 


Mr. Martel: Before you do, Mr. Chairman, on a point of 
order-- 


Mr. Chairman: No, I will not accept the point of order. 


Mr. Martel: What do you mean, you won't accept a point 
of order? 


Mr ws cue irmans “J- will pot. accept it. I will refer yoy to 
a ruling of Mr. Speaker Turner tnat it is not necessary to always 
accept points of order and at all times. 


Mr. Piché: Especially when tney are trying to disrupt-- 


Mr. Chairman: Mr. Piché, Tin fatie si Che), rddlels (OF 
something. It 1S in the journals and it was on November 13, 1981, 
in Hansard, at pages 3174 to 3180. Mr. Speaker Turner stated: 
"However, I declined to hear from the member for 
Brant-Oxtord-Norfolk (Mr. Nixon) and the member for Ottawa East 
(Mr. Roy) on Tuesday night. I felt so strongly that the wording of 
Standing order 36 was so very clear tnat there could be nothing 
Out of order and the House iS aware that many times my 
predecessors have declined to hear points of order when they are 
convinced that nothing was, in fact, out of order." 


Upon that precedent I am ruling that there is nothing out of 
order and I will not recognize Mr. Martel's point of order. I am 
not listening to or recognizing Mr. Martel. 


Mr. Piché: Then I would like to-- 


Mr... Chairman: I am not recognizing you either, Mr. 
Piché. I am carrying on with my ruling on standing rule 36. 


Mr. Martel: Mr. Chairman, on a point of order-- 
Mr. Chairman: I cannot hear Mr. Martel. 
Interjections. 


MepaManthel soveu certainly can, Mrs Chairman. If you wiil 
recall, the House almost deteriorated to physical violence. 


Mr. Chairman: Order, order. I nereby invoke Standing 
order 10 for 15 minutes. 


Mr. Mackenzie: What do you mean by 15 minutes? Twenty 
Minutes, Mr. Chairman. 


Mr. Chairman: No. I named 15 minutes. 


Mr. Renwick: Mr. Chairman, you cannot do that. Willi you 
get back into the chair? 


Interjections. 
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Mr. Chairman: Standing order 10 has been. called. The 
ed Ga eee 
chair 1s not sitting; this committee 1S not sitting. 


Mr. Cnairman suspended proceedings at 9:32 p.m. 
Os aieD ae 

Mr. Chairman: I believe betore we began our 15-minute 
recess under standing order 10 I was in the process of giving an 
explanation in making my ruling for Mr. Picné's motion under 


standing order 36. 


I said at this point I do not believe that it is an abuse ot 
any standing orders. I know of none. 


Second, it is not an infringement of the rights of the 
mMiniority, because I had listed the number of speakers. 


Theretore, I rule Mr. Picné's motion in order. May I point 
out that I have considered it. We have the leapfrogging occurring 
again and therefore--leapfrogging Le, I am afraid, my 
expresSion--it does go back to the original motion and not the 
amending motion of Mr. Piché. 

Now I'm getting a little aheaa of myself, but I do want it 
understood what's happening--that under standing order 36 Mr. 
Piché's motion is going to be voted upon and if it is not carried, 
Ghat. weeithne end) of it. Lf Lt ts (carried,, then che -orrgina!l, morion 
will be immediately put without debate and without amendment and 
that will be on the original motion which is-- 

Clerk of the Committee: Original question. 

Mr. Chairman: Yes, Dita: SOLEY; the original question, 
which is of course: Shall clause 1(a) Stand as part of the bill? 
It is leapfrogging that is going on; I have made myself clear, I 
hope. All of those-- 

Mr. Laughren: Could we have time to caucus? 

Mr. Chairman: Yes, how many minutes? 

Mr. Laughren: Twenty. 

Mr. Chairman: Twenty minutes, under standing order 89(c). 


Mr. Laughren: Under 89(c). 


Mr. Piché: Mr. Cnairman, 89 (c) depends on how’ many 
members are missing. Are any members missing? 


Mr. Chairman: Yes, I believe Mr. Mackenzie is missing. 
The time is now 9:50 p.m., so 20 minutes would be 10:10 p.m. 


The committee recessed at 9:51 p.m. 


10:10 p.m. 
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The committee divided on Mr. Piché's motion, which was 
agreed to on the following vote: 


Ayes 
Barlow, Conway, Elston, Eves, Mitchell, Piché, Ruston, 
Stevenson, Watson. 
Nays 


Laughren, Mackenzie. 

Ayes nine; nays two. 

Mr. Chairman: we shall proceed with the Original 
question, which is: Shall clause l(a) stand as part of the bill? 


Would you please reply to the clerk as he calls your name. 


The committee divided on the motion that clause l(a) stand 
as part of the bill, which was agreed to on the following vote: 


Ayes 


Barlow, Conway, Elston, Eves, Piché, Mitchell, Ruston, 
Stevenson, Watson. 


Nays 
Laughren, Mackenzie. 
Ayes nine; nays two. 


Mr. Chairman: Shall we proceed with clause 1(b) of the 
bill? 


Mr. Mackenzie: Mr. Chairman, I have an amendment. 


Mr. Chairman: Mr. Mackenzie moves that section 1 of the 
bill be amended by striking out clause 1(b). 


That is in order, betore anybody speaks up. 


Mr.  Laughren: René, are you going to take that? He's 
anticipating you now. 


Mr. Piché: Mr. Chairman, bring in section 36 again. 


Mr. Chairman: No, Mr. Piché. Mr. Mackenzie, would you 
please give us your comments on this amending motion? 


Mr. Mackenzie: Yes, I will. 


With your indulgence, first I would like to do something 
that I forgot to do on Thursday. That is simply to recognize that 
Thursday afternoon and evening we had a group of eight people from 
the Canadian Union of Public Employees wage control committee here 
in the audience, one of whom is still with us today. I had told 
them at the time that I would put it on the record so that their 
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union--they were representing locals from rignt across 
Ontario--would know they nad been in nere on Tuesday monitoring 
the hearings. I just wanted to make mention of tnat. 


Clause 1(b) reads: ""'Minister' means the Minister of 
Consumer and Commercial Relations." We would like to discuss this 
with you for a few minutes. We don't intend to make a long hassle 
out of this, but there is a legitimate question to be asked here. 
That is, why specifically the Minister of Consumer and Commercial 
Relations? 


I suppose the parliamentary assistant will refer to the 
inflation restrain’ Gide of" 2b). -but inastucin_as. 4thisy mile 1s 
primarily one that controls workers' wages, a valid 
question--certainly one that's going through my mind--is why is 
the minister the Minister of Consumer and Commercial Relations? It 
seems to me that it's even more valid that it be the Minister of 
Labour. 


As far as we're concerned, almost the entire bill affects 
and revolves around the labour movement and workers in the 
province. I know we could make an excellent case as well for the 
various other ministers that we wanted before the committee in the 
procedural motions at the beginning of the session for good and 
valid reasons. I refer to the Attorney General (Mr. McMurtry), or 
the Minister of Education (Miss Stephenson) because of the number 
of teachers involved, or tne Chairman of Management Board of 
Cabinet (Mr. McCague). All of our requests were stonewalled 
totally by the Tory majority on this committee. 


On those votes at least we nad the Liberals with us. It 
would seem to be the only votes we had them with uS on. 


Mr. Watson: Stonewalling? 


Mr. Mackenzie: Not one of them either spoke in the 
debate in tne House or would appear before this committee. All of 
them are directly affected. I don't know what else you call it but 
stonewalling. 


Mr. Chairman: Order. 


Mr. Mackenzie: The implication was that you weren't 
stonewalling. What were you doing? That is a valid question. 


Mr. Watson: We weren't filibustering like some-- 
Mr. Chairman: Order, Mr. Watson. 


Mr. Mackenzie: It seems to me that clause 1(b) of this 
act which says, "'Minister' means the Minister of Consumer and 
Commercial Relations," has got tne wrong minister. He's got a 
porntion,,of the esesponsibrlity, : butypb know, -cdarn, weld. thats, the 
Minister that's really going to get the flak is the one you seem 
to, be most..protective of. Thats. the Minister .of .Labour in,.this 
province. 


I think there is as valid or more valid an argument that it 
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be the Minister of Labour, just as it could be several other 
Ministers rather than the Minister of Consumer and Commercial 
Relations. I have real difficulty witn how you've come up with 
that particular minister in that particular section. 


When you take a look at this bill, almost everybody--even 
some of your friends--know that about tne only control on prices 
are possibly licences for fishings and campground fees. There is 
no real power because everything will be passed through in terms 
of the other prices that are involved. But the wages of something 
like a half a million people and public service workers in 
Ontario, are drastically affected; not only tneir wages, but 
almost every other right that they have. In effect they might as 
well not have a union. 


When you look at the directions that we questioned the 
Minister of Labour (Mr. Ramsay) on in the House, there is no 
question they've already ground the arbitration process to a halt. 
That waS vital. The arbitration process--I do not think the 
members can be reminded too often--was tne sawoff tradeoff for 
those workers who didn't have the right to strike. 


Never mind that you've eliminated the right to strike, but 
where they didn't have that right in Ontario, they had the right 
ot arbitration. Tney don't have that any more. I can't see of any 
Kind of appeal we can have to the board and to Mr. Biddell--he 
doesn't have to give any reasons or any written judgement. The 
problem you are going to have in Ontario for the next while is 
going to be in the labour field. 


If I am reading correctly my colleagues in the trade union 
movement and the mood of the convention that I was at yesterday 
and today, they are much more aware than I thought when we started 
Out--even in the private sector--of what's going on in this 
particular bill. That's where you are going to have the problem. 


How do you lay the load? You've laid a guilt trip on all the 
public service workers as being responsible for all of our 
problems. Are you going to now lay the responsibilities of the 
problems you'll have in the labour field on the Minister of 
Consumer and Commercial Relations? It doesn't make sense. 


I would like some real answers as to why tnat's tne minister 
you've come up with in this particular clause of the bill. It's a 
totally valid question to be asked. I would like to know your 
reasoning behind that particular suggestion, Mr. Chairman. I'm 
wondering if the parliamentary assistant will respond, pbecause-- 


Mr. Jones: Mr. Chairman, I don't think any of usS want to 
go back to the whole debate involving a litany of ministers and 
why any of them would or should appear. We've had that debate. Mr. 
Renwick is probably going to give us another toucn of it as he did 
in earlier comment in the committee. 


As we talk about the administered prices side of this 
legislation, we've said consistently from the start--including the 
offer that that minister would attend with us at the appropriate 
time--that he was very much the appropriate person. I would think 
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it would be for the same reasons that questions during question 
period to do with prices tend to be directed to him. 


I guess we are going to probably see some kind of an 
amendment coming forward as to wny the Treasurer is mentioned in 
clause 1(d). We know the reason for tnat is because of the 
reporting provisions in the bill. 


We also know in the early sections of this bill where we're 
talking -about .the .responsibilities-.and how they, go througn to. the 
Lieutenant Governor in Council, that tnere has been a lot of 
quarrel with the board. There have been comments by the opposition 
that the. ,boards Seems: ‘to’ have, too" Mache auchow tya vend alice not 
accountable. 


We have pointed out repeatedly in the committee that the 
board is very much accountable to the executive council. Clearly 
the bill even provides for their removal trom office. Notning 
could be more accountable than that. So there are sections 3 and 4 
of the bill--the minister mentioned in that context early in the 
clarification. 


The board has itS responsibility to the Lieutenant Governor 
in Council, and as we all know and we've heard mentioned in this 
debate, every minister oft the cabinet of this government, has 
total accountability and responsibility for any piece ot 
legislation. It happens the Treasurer has been the minister 
Carrying the bill. Of course it has-been designated that the 
Minister of Consumer and Commercial Relations snould be involved 
in the administered prices section of the legislation. 


LO e200 sp ems 


Mr. Chairman: Thank you. Mr. Renwick haS now gone. He 
had his books with him, so I believe he has departed for the 
evening. 


Mr... ‘Conway; 4) I vamussureé’y Mr... FiRENWick | WOULGT¥Want asic ’ Saad 
that he is involved in the "late show" shortly in the House. 


Mr.. “.Laughren siCrause. 1(b),, of. this, smoke: Cand mirrors. bil tT 
is the one I would like to address. I will tell you why. 


When I looked at clause 1(a), which we just finished dealing 
with, 1t.seemed to Jar: that. 1t is an Inflation, Restraint Board, 
when even the title of the bill, as was mentioned betore, is not 
inflation restraint but restraint of compensation in the public 
sector. That is the purpose of the bill. Tnen you turn that around 
and in the definition you create a board called the Inflation 
Restraint Board. It is not called a restraint of compensation 
board, but an inflation restraint board. That is misleading. 


In this section you use the phrase, " 'Minister' means the 
Minister ot Consumer and Commercial Relations." There you are 
giving the impression that the minister wno is the important 
person here is the one who is going to look atter prices. That is 
the implication here. 
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In the first clause l(a), you are misleading us by saying 
that itS main purpose is to restrain inflation, and you are 
misleading us in clause 1(bp) by trying to give tne impression that 
prices are what are important in this board, because it reports to 
the Minister of Consumer and Commercial Relations and he is 
reponsible for it. I find it quite offensive that you would not at 
least be honest enough to call these the way they should be called. 


It coincides with the intention of the bill. Probably, as a 
Matter of fact, if you nad a really tougn Speaker wno was really 
plugged into the precise rules of the House--and very often I am 
glad he is not--he could even, I suspect, say tnat tnose two 
sections do not coincide with the principle of the bill because 
that is not what the bill is doing. 


LOOKwaCa tne. -t1tle.> The swhoLe ~purpose’ of. the .bili! is. to 
restrain compensation in the public sector. You admit that; no one 
is pretending otherwise. Certainly the parliamentary assistant is 
not pretending otherwise, neither iS the TreaSurer. Yet when it 
comes to putting the names on them and even in the detinition 
section, suddenly tne smoke and the mirrors appear, and you have 
turned it around on a way that is, quite trankly, misleading. 


I do not kKnow whether it was done deliberately or not. I 
have no way of knowing whether the people who ordered that it be 
drafted this way Said to themselves: "Wait a minute. Let uS not 
call it the restraint of compensation bill because it might get to 
be Known as that. Let us call it the Inflation Restraint Board so 
that everyone who opposes it would be opposing restraining 
Pit lation.” 


Mr. Mackenzie: Or the arbitrary powers board. 


Mr. Laughren: Yes, because then you would not want to 
Support that. Then you get into the section on what ministry is 
responsible for it. No, not the Minister of Labour. He would be 
put in the impossible situation of detrending the indetensible in 
terms of labour. 


Mr.. Mitchell:..I .think.,you. rattled the earphones. of. the 
guys upstairs when-- 


Mr. Laughren: I would not want to ring anyone's chimes. 
Mi aehitehelLl: abt a6 all.righs. 
MressLaughten: Mr. Chairman,i1t 1s difficult, 


I really do not like what you are doing with this bill. I 
really do not think it is fair. That is why we would like to see 
this clause stricken from the bill. You say you have public 
Support for this piece ot legislation. I neard the government 
House leader saying the government is not getting any flak out 
there, or virtually none, about this bill, and you do not see wny 
were are digging in because there is not unhappiness witn the bill. 


Mr. Mackenzie: It just proves they do not listen to the 
right people. 
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Mr. Laughren: Yes. Is that partly because or the kinds 
of games you are playing with tne bill as we look at it more 
closely? I must confess that when I first read the bill it did not 
really sink.in. I.do not think most. of us réad Gerinitions) very 
carefully wnen we first look at a bill. But the more you look at @4 
bill. .and at. all the various.sclauses (in »it, (Gnings sstart scO, soe 
together. 


Wnat is fitting toyetner for me, in my nead, about this bill 
is that you are not being nonest with us. You are changing the 
definitions in such a manipulative way as to make it Took as ir 
this bill°-as"going to do something that rtrvis’ not going: to7aeo. 


First,° “It “is” not going’’to- restrain” inffacton, Vand “you "know 
it. It is not supposed to. It is supposed to restrain compensation 
in the public sector. Second,.it is: not going to westrain prices, 
but you put the title of the Minister of Consumer and Commercial 
Relations in here rather than the Minister or Labour or even than 
the Treasurer, who, it could be argued, is responsible for overall 
economic, policy, ins thes province... That ys? not ene srole "Cr the 
Minister of Consumer and Commercial Relations, and it really is a 
farce to have that minister as the one responsible for this 
Inflation Restraint Board. 


I suppose that if you misname the board, you then feel it is 
appropriate to misname the minister who is going to monitor it. 
Perhaps you really do believe that two wrongs make a right. I saw 
a poster in a school one time that said, "How can you be sure that 
two wrongs do not make a right?" Maybe the drafters of this 
legislation saw the same poster. Maybe they drafted tnat poster. I 
really do feel that, witn that kind otf drattsmansnip of the bill, 
it is either very clever or very sloppy, one or the other. I do 
NOt KNOW Whacn Lt 2s. 


I assume the government members are better able to answer 
that, certainly not the people who dratted the bill, because I 
Know they would not do this. Pernaps the instructions were to 
draft it in sSuch-and-such a way. I am not casting aspersions on 
tne drafters of the bill, but rather on those people wno directed 
that it be drafted in such-and-such a way. That is Simply not the 
way legislation should be written in this province. we shall 
resist any legislation that it written in such a misleading 
fasnion. 


Mr. . £oulds<e, I. find... clause’ Jb) saepEobably sacne. 1Onerstuat 
displays in a nutshell the sheer hypocrisy of the government when 
it comes to this legislation. I use that word deliberately and 
advisedly. For those ot us that have some respect for legislation, 
and during my ll years in this place I nave learned to nave 
enormous respect for it, the basis of all good legislation is in 
its definition section. 


I was startled wnen I nad the privilege and responsibility 
for doing the leadoff questions for our party in the House, when 
we were questioning the Minister of Labour (Mr. Ramsay) very early 
on, he burst out in an interjection with the phrase, "What had I 
to do with it?" He meant this bill, which takes compensation--not 
merely freezes it--away from people that had been promised to them 
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in the second year otf tneir contract. Tne Minister of Labour 
indicated to tne House that ne nad notning to do witn tne dratting 
Oe tnis Dall. 


Mr. Jones: Maype he was asking the question more because 
he felt it should be addressed to the Chairman of the Management 
Board because it was a civil service matter. 


Mr. Foulds: No. It was a question about compensation. It 
wasn't about the civil service. It was compensation in tne healtn 
sector outside-- 


Mr. Picné: Mr. Cnairman, tne rules do not permit us to 
continue with the meeting, so I move we adjourn. It is 10:30 p.m. 


Migr OULlds ss Lb On cco hne Pinal 6. Necessary if it's “L030 
p.m. 


Mr. Chairman: I"m “sorry, Our instructions are definite. 
It is a 10:30 p.m. adjournment with Mr. Foulds having the floor. 
We are adjourned till tomorrow morning at 10 o'clock. 


The committee adjourned at 10:31 p.m. 
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STANDING COMMITTEE ON ADMINISTRATION OF JUSTICE 
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INFLATION RESTRAINT ACT 
(continued) 


Resuming consideration of Bill 179, An Act respecting the 
Restraint of Compensation in the Public Sector of Ontario and the 
Monitoring of Inflationary Conditions in tthe Economy of the 
Province. 


On section 1: 


Mr. aChnairmane -Pretaltly the meeting “to “ordery.(Mr?° Fowlds 
has the floor from last night. 


Mr. Foulds: Mr. Chairman, just allow me a second while I 
remove my colleague's cigarette closer to him and farther away 
from me. Horrible ex-smokers. I actually love the smell of the 
thing and will not be able to contain myself. 


I was speaking, as you will recollect, on clause 1(d) in the 
definition section, and I was saying last night--just to refresh 
your memory very briefly--that nothing illustrates the sheer 
hypocrisy of this legislation more than clause 1(d). 


Those of us who have some respect for legislation and have 
had some experience as legislators know that the integrity of a 
piece of legislation is only as good as the integrity of its 
definition. If, for example, you get circular definitions in a 
piece of legislation, such as you do in the Funeral Services Act, 
you get serious cases that go to the Supreme Court of Canada 
before they can be decided. Often that is costly for the people 
involved and simply shows the sloppiness of the interpretation 
section of the legislation. 


I really worry because we have a piece of legislation that 
is brought in by one minister, the Treasurer (Mr. F. S. Miller), 
while we have nominally, as the minister responsible, the Minister 
of Consumer and Commercial Relations (Mr. Elgie), but most of the 
Substance of the bill is in part II, wnich deals with restraint of 
compensation packages. There are references in part II to the 
Labour Relations Act and _ other acts that come under his 
jJursidiction, yet we have no reference to the Minister or Labour 
(Mr. Ramsay). We have no assigned responsibility to the Minister 
of Labour. 


Frankly, I find it quite appalling that we would have a 
Piece of legislation that gives no acknowledgement in its 
definition section of either the removal of the responsibilties of 
the Minister of Labour or of the additional responsibilities to 
him. 


That has been one of the frustrations that this party has 
faced in dealing with this legislation in that we know from the 
Premier's (Mr. Davis) statements, from the TreasSurer's statements 
and replies in the House, and trom reading the further sections of 
the. bill that ythes amit; the Claup, the Jimltations are “puc “on 
workers, On the compensation package that workers in the public 
sector receive. To do that, and to do that in a bill tnat does not 
at least pay a passing reference to the Minister of Labour, is in 
my view bad legislation. It is badly designed, badly wrought, 
badly detined. 


If you will permit me a moment or two, it has always been my 
assumption in the British parliamentary system that the words 
Lieutenant Governor in Council were a polite fiction. That has 
always been the assumption we make when we pass laws. We know that 
what we really mean is there is the cabinet. Usually that cabinet 
is elected and selected by the Premier. 


Usually when you encounter legislation, the Lieutenant 
Governor in Council makes appointments upon the recommendation of 
a specific minister. That is uSually the pattern that is followed. 
For example, the myriad of boards, agencies and commissions that 
fall under the jurisdiction of the Minister of Health (Mr. 
Grossman) is usually appointed upon the recommendation of that 
Minister. The same tning applies under the Minister of Natural 
Resources (Mr. Pope) and, to the best of my recollection, that 
applies in most of the statutes we nave. 


Here in this piece of legislation, when we get down to part 
I and the description of the Intlation Restraint Board, there is 
no reference to any minister on recommendations. In other words, 
the board is appointed directly by the cabinet. That seems, on the 
face,.Of Lt janstOn De n~noOte Unusual and, note out (of whack, noce Out Foc 
sync, so to speak, witn practice, except I noticed when reading 
the bill that later on in the legislation the Lieutenant Governor 
in Council may remove a member of the Inflation Restraint Board, 
the income restraint board, the arbitrary powers board or whatever 
you want: to calle. 


Yet we do not know who would be making the recommendation 
that that person be removed? Is it the Premier or the Lieutenant 
Governor? If it were actually the Lieutenant Governor, it would be 
certainly a reversal and a reversion in legislative terms of a 
couple of centuries. 


Mr. Cooke: Morley Rosenberg. 


Mr. Foulds: JI find the legislation weak. I £indanshe 
interpretation section weak and I find it does not relate to the 
Subsequent sections. That is one of the things that really bothers 
me, that in this interpretation section, clause 1(b), we have a 
reference only to the subsequent clauses that fall under part III 
of otheasbillj¢gasndyenecoliectspiThatets - thes sections that «has ptoudo 
with the so-called price restraint or administereaq prices. I think 
that is a very major flaw in the bill and in its drafting. I mean 
that most sincerely. 


The bill we have before us, in principle, we feel is flawed, 
as you well kKnow. We have argued that on second reading and we 
have even managed to argue that occaSionally in this committee. 
However, I feel very strongly about it, and the reason I object to 
this definition section is that I believe the bill itself is 
flawed in its drafting. It fails to be even-handed in its 
definitions. It fails to acknowledge where the power lies. In 
fact, there is almost an obfuscation of where the power lies. 


At. some a point’ youl miave toiesay sto syourself, who is the 
elected minister that makes the recommendations to the Lieutenant 
Governor? Who is the elected minister if it is not the Minister of 
Labour when it comes to wages, and it clearly is not the Minister 
of Consumer and Commercial Relations. Tne other ministry that is 
referred to in the bill is the Management Board of Cabinet which 
is given a passing reference. So it must be the Premier. If it 
means the Premier, then it should say so, or if it means the 
Treasurer, it should say so. 


My suggestion, although I do not have a formal amendment 
yet, is that we have in this section that minister means (1) the 
Premier, (2) the Treasurer, (3) the Minister of Labour and (4) the 
Minister of Consumer and Commercial Relations. That way we could 
cover all our options, but at the present time the bill is weak 
because its direct reference to a minister has only to do with the 
Minister that has to deal with one third of the bill. I cannot, in 
all conscience, either support this section or recommend to any of 
my colleagues that they support this section. 


If the bill is to work even on its own terms, and frankly I 
hope it does not, I believe that this section is seriously flawed 
and therefore needs repair. 


Mie uChactmans Let aisitgo). td Mra Cooke. # I) uwilk! move sMrs 
Renwick on down to the bottom of the list. 


Mr. Cooke: I think he will be returning shortly. Are we 
going to be having present some time this morning the 
parliamentary assistant or someone-- 


Mr. Chairman: The parliamentary assistant is on his way. 
My office received a telephone call at about 9.45 that he was a 
bit hung up-- 


MrerouLos: ‘11 knOW: tnat. 


Mr. Chairman:--and was on his way but would be a pit 
late. 


Mr. Cooke: They are all philosophical hangups. 


Mr. Chairman: I am making inquiries as to that. AS you 
know, the Treasurer is in cabinet, and we have one of the 
solicitors with us from the office of legal services from the 
Treasury. Perhaps you could wait for just a very few minutes, and 
One of them will undoubtedly be here, and Ms. Bass will 
undoubtedly be taking down your comments, those worthy comments 
that you have to share with the Treasurer. 


Mr. Elston: Don't get writer's cramp. 

Mr. Cooke: I am sure tnat every comment we have made in 
this committee iS being noted in more ways than one. I must 
apologize for missing last night's committee meeting. I 
understand, as usual, it waS very interesting but I was 
preoccupied in Windsor, with my colleague from Windsor-Sandwich. I 
do want to make a few comments about clause 1(b), and I believe we 
are speaking on the amendment. 


Mroo.Chainmanss Mightve ls mention. Bright Owes lOr Gene | record 
that tne parllamentary assistant has come in and will be snaring 
with you your tnoughts and responses. 


Mr. Elston: Congratulations, Mr. Chairman. 


Mr. Cooke: We might also note, Mr. Chairman, that the 
parliamentary assistant is getting his marching orders from the 
executive assistant to the Treasurer. 


Mr. Foulds: He looks either hung up or hung over. 


Mr.owWryes Maye wemalsopenotes bforgsthe grecords thats the, «time 
is now 10.29 a.m.? This committee does sit at 10 o'clock. 


He looks better than he did the other day when he showed up 
atinicd «056 aqme 


Mr. Cooke: The parliamentary assistant may even want to 
rise on a point of privilege since thecChairman said he had a lot 
of hangups. 


Mr. Jones: This committee could do it to you. 


Mr. Cooke: We are speaking on the amemdment to clause 
Ved ersrisrasieger 


Mr. Chairman: Mr. Mackenzie's amending motion to l(b), 
Oe StL Ke sou tio, 


Mr. Cooke:' I have just .a few comments. I will obviously 
be supporting the amendment to clause 1(b) of the bill. The reason 
is that this definition section or interpretation section is the 
continuationntofiethe fraud of Bill «179. | tneretore, by spuccing 
forward these amendments, by having a detailed debate, we have the 
opportunity to put forward the compelling arguments that this bill 
is a fraud. We have suggested that we will be putting forward a 
plan tor-amendiithis billito controleuntiecion. Vinaete-rs cire-statec 
goalrofethrscbilbtalthough: nota the Meality ofethtetp re. 
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In terms ot controlling intlation, the minister that has to 
take the primary responsibility for that is the Minister of 
Consumer and Commercial Relations or his ministry. Time and time 
again unjustified price increases have been brought to _ the 
attention of the Legislature through our consumer critic Mr. Swart. 


I think there were very compelling arguments put forward in 
this committee that pointed out tnat inflation is really not going 
to be controlled by controlling tne wages of 500,000 public 
servants because inflation is the increase of prices. We have seen 
that through testimony in front of this committee. 


Just for the benefit of the member for Sudbury East (Mr. 
Martel), we are on the amendment to clause 1(b). 


Mr. Martel: Tne minister is here once more. 


Mr. Cooke: You should not raise a white anything. He is 
colour blind. When he sees white, he really sees red, or blue, in 
your case, Mr. Jones. 


I will be supporting the amendment. I think the compelling 
arguments that have been put forward before this committee have 
been that wages do follow inflation and there are attempts made to 
keep up with it but that contracts in the public sector and in the 
private sector have fallen behind. 


I am sorry the member for Chatham-Kent (Mr. Watson) has 
left, but I was going to mention the other night that I think the 
Conservative and Liberal members of this committee have to ask 
themselves if the public servants, the teachers in their ridings 
and the garbage collectors are overpaid at this particular time. 
Have their demands been excessive in tne last number of years? 


The member for Windsor-Sandwich knows the workers in the 
Canadian Union of Public Employees in the city of Windsor over the 
last few years have settled well below the rate of inflation in 
their settlements. They have accepted the realities of the 
economic situation and now they are going to be double penalized 
with this particular legislation. On the price side, which clause 
l(b) deals with-- 


Mr. Wrye: One ‘per cent. 


Mr. Cooke: One per cent what? 
Mr. Wrye: That will be their penalty. 


Mr. Cooke: The penalty will be considerably more than 
one per cent if you take into account the destruction of the 
democratic rights they have. That is tne basic argument. 


Mr. Ruston: Now he is changing nis argument. 


Mr. Cooke: That is the basic argument of this amendment. 
There are economic arguments to oppose this bill on and there are 
democratic rights, and this bill fails on both of them. The most 
compelling argument in a free society has to be that of free 
collective bargaining and free democratic rights. Pardon me, Mr. 
Ruston? Maybe Mr. Ruston wants the floor. 


Mr. Wrye: I would love to hear his arguments. 


Mr... sRUStOn :. 96lie mosey ssocialistic..,countries. . you .00.. not 
have too many treedoms. 


Mr. Cooke: My party is not in power in Quebec. 


Mrv>, ChairmanswesYou (cartys ons wr..« Cooke.an. ustutdisregard 
the interjections. 


Mr. Wrye: We're his friends. 





Mr. Ebstons(Phizosophicaliy,: ican ve. 


Mr. Cooke: Let's look at the price side and see wnat has 
happened over the last number of years. Since January 1980 to 
December 1981, tne Ontario gasoline tax--something which is a 
price people have to pay--is up by 14.3 per cent and federal taxes 
are up 4.5 per cent. The total price of gasoline to the consumer 
is up 20.2 per cent, and that is a price the government can have 
impact on. 


Ontario health insurance plan fees, which this government 
has a little bit to do with, are up 17 per cent. The milk price is 
up 10 to 12 per cent, and we have seen arguments that have been 
put forward at the Ontario Federation of Agriculture convention, 
where the price spread is widening between what the farmer is 
getting for his goods and what the consumer is paying, or what the 
retail or wholesale are charging, so the farmer is getting less 
and less of the take. 


It is not the farmer that is getting huge increases, it is 
the wholesaler, the retailer and the American-controlled food 
processors in our province. Natural gas prices are up 17.8 per 
cent. Down our way we hear occasionally from the former Duke ot 
Kent, Darcy McKeough, and we see the kinds of increases he 1S 
talking about for Union Gas Ltd. and the deception he has put 
forward in the various newspapers in the province saying he is 
only going to ask for a four per cent increase, when in reality 
four per cent means 20 per cent. 


Those things are all going to be increased. Chronic care 
copayment fees are up 12 per cent. We Know the problems with 
rents7;-\.and 9 were underistand Sveryssciearly «that the i Mtnwster sor 
Consumer and Commercial Relations (Mr. Elgie) is not really taking 
that problem seriously. He is looking for a political solution, 
but he is not looking for a real solution. Motor vehicle licence 
fees in northern Ontario are up 140 per cent. Tnat is something 
this government has some input on. 


Then we go back to the wage side and see the ineguities that 
exist. .This ,legislation. is. going (tO (providesror.  Crve==per—Cent 
increases to nurSing home workers. We raised the case in the 
Legislature of the Ark Eden Nursing Home where the workers are 
getting just barely above minimum wage and they are going to be 
restricted to five per cent. The same per diem, the OHIP fees that 
are paid to the nursing home operators, will go to that nursing 
home operator where the workers are paid considerably higher, so 
this legislation will in effect provide for massive increases in 
profits to those nursing home operators. 


The Treasurer said in the House on September 23: "I believe 
Our action will help fight against inflation in three ways and it 
will decrease government demands on the capital markets, to ease 
the pressure on interest rates." The reality is that this bill is 
eouitpaed* and the- ronty“ piirposen of | bringing °this®’ bill*in®iie” to 
attempt to lower the government deficit rather tnan deal with the 
real problems in the economy. 


When the Premier talks in the Legislature about lowering the 
property taxes in tne city of Brampton by penalizing teachers, 
what he is really saying is we are going to have teacners pay 
increased property taxes through wage controls. Tnat is what it 
méeanss “That is -one-.of- then -very-clear: -<inegquities ‘in this 
legislation. 


There is nothing in this bill that will control prices. Dr. 
Elgie Knows that, and if the government was going to be fair and 
honest about this bill, it would simply call it something like the 
arbitrary powers board. It would not continue to have the fraud of 
having anything here referring to the Minister or Consumer and 
Commercial Relations at all. 


There is no intention by this government to control prices. 
Everything provides for pass-through. It is a fraud, and one ot 
the ways of clarifying this legislation is by withdrawing or 
deleting clause 1(b). Then we can attempt to be honest with the 
people of Ontario and say this 1S a wage control bill, which has 
nothing to do with inflation and has nothing to do with prices. 


Mr. Renwick: + legwould tkbike, -tOve speakee brieflye«ron ithis 
particular amendment to delete clause 1(b) of the bill. I do so 
for a reason which really could be considered an important 
drafting change in the bill. If any member of this committeé were 
to look at the bill, ne would find there is no reference to the 
manmvster-in part*T4or in¢part*lrl of the hilt. 


Parecent. and “vert. Tl-or +*the’ “Hilf? comprise “the -Tirst- 225 
sections of the bill up to page 16. The only place the minister is 
referred to in any substantive sense is in part III of the bill. 
There is a minor reference to the minister in part IV, which 
comprises one section, section 33, and there iS another minor 
reference to the minister in part V of the bill, which comprises 
four sections, all of which in a sense could be called formal 
provisions. In the four’ sections: of part V, under the title 
General, there iS one reference to tne minister with respect to 
the annual report to be received by him. 
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I think it is seriously misleading--as a good portion of tne 
bill is--to deal with the definition of minister in section 1 of 
the bill. It would appear to indicate a responsibility for the 
bill which is not in the bill, other than with respect to the 
Substance of part III. 


it...may. welLdbesthat.shadidallas sof) thes Gdebinieione.~ been 
contained in that part of the bill, one could have some logical 
justification for the reference and the definition. It may be tnat 
all of the members are quite aware of the bill. Perhaps it has 
been corrected in some otner editions of tne bill, but part III in 
the», bill »I ahaveswas...originally by mistake” .called.. pant /11, 
Administered Prices. 


Ine Parti s/Il kRAoh thesbideimnere, is asgdetinitwone sect long. and 
the definition. of minister, 1£ he.is responsible, for part ILl..and 
that, .1S:- aldushe aise responsible: .for .pisnoulds.be ity .toueat.. proper, 
appropriate and useful place. There is no point in a bill sucn as 
this to confuse people by having a definition of minister when the 
term "minister" does not appear until we come to part III, and the 
first reference to tne minister is in Section 27 of tne bill. 


I believe there iS a continuous use of this bill to 
misrepresent the nature of it, and this is one other element with 
respect to that misrepresentation. It is quite unnecessary to have 
that minister designated in this part of the bill. It does a 
disservice to those who have to make use of the bill, and in a 
very real sense it diverts attention from what is the essential 
part of. the, bill, Gand. .thatwissthe, disastrous#parts ) of. they.b1047, 
namely, parts I and II, particularly part II. 


I have no wish to pursue the amendment at any greater 
length; it is a Simple amendment, it is to delete clause 1(b) ot 
the bill because it has no place in section 1 of the bill and 
should be in repeated in part III. 


Then when we come to part IV because it just happens to be 
that the term "minister" is repeated twice in part IV and twice in 
part V in very formal senses of the term. Either pick up the 
references to part IV and V when the government moves’- the 
amendment to section 26 or add the term "minister" to the 
definition sectionsinvsectiion 26. Dolnot clutter tims Sbllivup with 
an interpretation section in part III where one then has to refer 
back (to sectionwivoLrl che! bilile.to. Lind ,out,who, this, persom Ls .who 
has these responsibilities. 


In part III, with. that amendment, one could, .if it was felt 
necessary thensystatetain.s part, Tiles and Mine sports, 2 ive tani Vs 


"'"Minister' means the Minister ot Consumer and Commercial 
Relations." The minister has nothing whatsoever to do witn 
restraint of compensation in the public Sector ot 


Ontario--absolutely nothing wnatsoever. To mislead people, to 
cause unnecessary confusion, simply compounds the cute form of 
drafting which has taken place in this bill to disguise the true 
intent and purpose or the bill. I have no furtner comments. 


Mrs, WEY eisig il: gWwildoebe ee briet.. . tasama ,auneadys, begrnning, .eo 
feel tnat I probably did not miss a whole lot last nignt. It seems 
to me I left this place on Thursday and we are just about where we 
were, when!) Iv, lefty: at, 10630, pom. gone Thursday, swanews tomicayeuon 
behalf of my party, very briefly, we will oppose this amendment. 


It is very clear wnat tne amendment is daesigned to do, that 
1s, to lengthen the debate, I think it is clear why "minister" is 
in tnis section. It is because there are five parts to the bill 
ang the use ot the term "minister," meaning the Minister ot 
Consumer and Commercial Relations, is used in parts III. IV and V. 
Rte seems: oto melt twouldiebe. “to “elutter up ‘the *~bild’ sto” Simply 
redefine tne definition of the word "minister" in each of the 
three parts. 


I do not have any problem and I do not know tnat any or the 
groups that came betore us, quite frankly, nad any proplem in 
understanding tnat the word "minister" was not used in parts I and 
II and that the Minister of Consumer and Commercial Relations has 
nothing to do with either the Intlation Restraint Board or with 
the compensation restraint part of this overall package. 


I think it would just add unnecessary confusion to drop tne 
definition at this section, and when we get to parts III, IV and V 
to nave to redefine the word "minister." I think we are all clear 
that the Minister of Consumer and Commercial Relations has 
carriage only over the second part of tne legislation, which is 
monitoring of inflationary conditions in the economy of the 
province. AS such, when I read the bill it was very clear to me 
why it was defined here. On behalf of my party, I would indicate 
that we are not prepared to Support this amendment. 


Mr. Charrmanegy ufhere Nbetngyeinoe’ further speakers, shall 
.Clause 1(b) stand as part or the bill? 


Mr. Renwick sel ewouldwbike oto Thave a recorded vote, if 1 
may. 


Mr. (Ohaicman: oivjmam “acrry;s that was ‘not the /question, 
Where we are going iS we are going to vote on the amendment. 


Mr. Renwick: I thought you were calling for the vote on 
the amendment. 


Mr. Chairman: I waS jumping; my mind was jumping. I back 
off. You are correct. I am calling for a vote on Mr. Mackenzie's 
motion deleting clause 1(b). 


Mr. Renwick: I would request a recorded vote of the 
members. I think we would need 20 minutes. 


Mr. Chairman: Mr. Renwick has asked not only for a 
recorded vote but also for 20 minutes to gather tne members. We 
are starting the recess at 10:49 a.m., so 20 minutes will 11.09 
ie (ile » 


The committee recessed ror 20 minutes. 
11:09 a.m. 

Mr. Cnairman: It is time to take the vote on? Mrs 
Mackenzie's motion that section l of the bill be amended by 


Striking out clause 1(b). Will you reply to tne clerk as he calls 
your name. 


10 


The committee divided on Mr. Mackenzie's motion, which was 
negatived on the following vote: 


Ayes 
Cooke, Renwick. 
Nays 
Andrewes, Elston, Eves, Gordon, Mitcnell, Ruston, 


Villeneuve, Watson, Wrye. 

AVGSy7) Ysa Rayse 2. 

Mr...» Chairman: . Shall ..,clause » l(b) Stand syaSeupanc 7 OL tne 
bill? Do you wish a recorded vote? As usual with a recorded vote, 


will you please reply to the clerk as he calls your name? 


The committee divided on the motion that clause 1(b) stand 
aS part of the bill, which was agreed to on the following vote: 


Ayes 
Andrewes, Elston, Eves, Gordon, Mitchell, Ruston, 
Villeneuve, Watson, Wrye. 
’ Nays 


Cooke, Renwick. 
Ayes, 9; nays, 2. 


Mr. Chairman: Any comments or questions on clauses l(c) 
Orarl.disc 


Mr. Cooke move tnat section 1 of the bill be amended by 
striking out clause l(c). 


Interjections. 


Mr. Chairman: ,,Order. Mr. Cooke, «dO you: (wish ‘to explain 
your amending motion, please? 


Interjections. 


Mr. Cooke: I wasn't embarrassed until you came into the 
committee. Now I am embarrassed. Even though you are a member ot 
anotner party, I am still embarrassed. 


Mr. Gordon:7, You hadma hard) time gettthagsthat ,outnrofina your 
mouth. You struggled over tnose words. 


Mr. Chairman: Order. Mr. Cooke. 


Mr. Cooke: Are you calling me to order? 


= 


Mr... ‘Chairman: No. I am calling the others to order. You 
have the floor. If you wisn to speak, speak now. 


Mr. Cooke: It will just take a couple of moments to 
speak on this motion. I would have thought that when regulations 
are mentioned, and this section detines the regulations, pernaps 
we could have those regulations tabled. I just wondered, betore I 
make any comments, if Mr. Jones or any member of tne ministry 
Staff could indicate whether they would be prepared to table tne 
regulations witn us today. 


Mr. Jones: No, I don't think that is possible, Mr. Cooke. 


Mr. Cooke: How far along is CHE **drasting ot the 
regulations? 


Mr. Jones: we don't have that with us. 


Mr. Cooke: You don't know how far along they are? They 
have started drafting them. I remember when we did the sales tax, 
they had not even started drafting the regulations. 


Mis Jones: Oh, no, they certainly have, and the 
Treasurer was alluding to them the other night, that they were in 
draft but we do not nave tnem in the completed form. 


Mr. Cooke: Would it be possible that we could have the 
draft of tne regulations tabled with the committee? 


Mr. Jones: We will check on that for you, Mr. Cooke. We 
are not prepared to offer tnat today. 


Mr. Cooke: I gather that you are not able to commit the 
Treasurer. 


Mr. Jones: That is sate to say. Maybe statt would just 
give us a hand on that. 


Ms. Bass: The regulations that will be made under this 
bill will include regulations that will be made throughout the 
course of the program's operation. It would not be feasible to 
table them to this committee. 


Mr. Cooke: What do you mean? Obviously there is going to 
be a set of regulations that are attached to the bill at some 
point or are available. Then what you are saying 1s that 
regulations will be added or changed or amended as it becomes 
necessary. 


Ms. Bass: FOr example, if you look at the 
regulation-making section of the bill, section 25, there are a 
variety of types of regulations. Some or tne regulations will be 
prepared very shortly. There will be regulations terminating the 
application of tne act to particular groups, anda that activity 
will carry on throughout the length of the program's operation. So 
it would not be possible, in the nature or the case, to tabie all 
of the regulations. 


bz 


Mra ,Cookesenunl Gtalways @tind. that.:01l <= fPoundi iit. mcredieiy 
difficult in the spring to look at the sales tax bill because the 
regulations usually clarify the bill to such an extent or really 
make the bill to such an extent that it is impossible to make a 
judgment on the bill and have a full debate, a clear debate on the 
bill, until we nave seen the regulations. 


Many of the pieces of legislation that come before this 
legislature give so much power to cabinet to draft regulations and 
exclude the members ot the Legislature from that process and, of 
course, regulations have exactly tne same authority in law as the 
bill does itself, once the cabinet has been granted that power. I 
think members of the Legislature are somewhat negligent when they 
give so much regulation-granting power to the cabinet. 


Mr. Wryes) Mr. Chairman; on a-®point. of ‘order:*ePerhaps; by 
way of expediting this, I can suggest to the mover of the motion, 
Since I have a sense of where he is coming from on this amendment, 
that what he might be willing to do is to change his motion to 
Stand down this clause of section 1 until our clause by clause, 
and that that be done with instructions--I gather counsel is 
Suggesting that some of the regulations to be brought in as parts 
of the act terminate for each individual employee group--that we 
stand it down so that we get tne overview regulations and that we 
consider the amendment you may wish to put with the regulations. 


I would ask the mover if he would be willing to move that 
the section be held up until we have gone through clause by clause 
On Enis: Dib. 


Mr. Cooke: Perhaps the parliamentary assistant would 
indicate to the members of the committee whether, if we put a 
motion forward and it was approved, requesting the regulations 
along the lines of Mr. Wrye's comments, he thinks that might be 
acceptable. Maybe the ministry staff could indicate whether most 
of the regulations would be available so that would even be 
feasible. 


Mr... Jones:. I don't..think, we.are. prepared to. give. you 
that undertaking this morning, Mr. Cooke. You are bringing up an 
old argument--we have heard it before in this committee--that you 
would like regulations to be part of the legislative process. 


There is a process, and I am sure you are familiar with it; 
many of the government mempers in the room here today serve on a 
regulations committee as part of that process, an extension of the 
executive council process. The regulations receive the review and 
the input of many of the members of this legislative assembly, and 
as Mr. Wrye says, he Knows where you're coming trom. I suppose 
there are two areas from which we would see you coming this 
morning. 


All politeness aside, and I am sorry to nave to say it 
again--forgetting your argument and I appreciate that it is 
legitimate that you would like to have a look at the regulations 
and especially those that are prepared at this time--we are into a 
Stalling tactic. It is still another silly amendment, I have to 
Say to you with all due respect, Sir. 
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I Know my colleagues may feel differently and the Treasurer 
may feel differently; I will certainly Snare your query with him. 
But here we are again faced with another motion that not just our 
party feels has been put as a stalling tactic. It really doesn't 
lay the ground and prepare the people for a conciliatory, Serious 
Kind of response, wnen you are making requests on one hand, you 
are really chewing up some pretty valuable time of a committee 
that is here to do anotner job. 


There have been amendments before, not yet from your party I 
don't believe, but we have had them from the government and from 
the Liberal Party, and we were ready to get on with tnose. We have 
things such as the two we have just addressed ourselves to, taking 
the board out of here--we have heard all the debate--and tne 
Minister of Consumer and Commercial Relations. In response I would 
say I am not prepared to make that undertaking. 


Mr. Cooke: Mr. Chairman, obviously I will be supporting 
My motion and all Mr. Jones has done is make the argument that 
this motion should be passed. What he is saying is that he expects 
members of this committee to approve a section that sets us up for 
allowing the government to draft the regulations, approve the 
regulations, which really can be the guts of the bill. We are 
Supposed to approve this kind of legislation and these kinds of 
sections and subsections of the bill without even knowing wnat the 
regulations are going to say. 


I think it would be irresponsible for an opposition party to 
approve this clause of the bill without a commitment that we are 
going to see the regulations. I gather from Mr. Wrye's comments 
that he agrees and therefore that his colleagues will at least be 
Supporting this amendment by our party. 


Mave wones: VOUSt “LOL feher, record ,7 Mr J’ Chairman, “iy. thinko7ite 
would be helpful that people be aware, of course, that certainly 
the bill sets out what tnose regulations will be and what they 
will deal with. What they will deal with is set out in section 25. 
If he disagrees with them, he should be putting motions to that. 


PLe2O-a.'m, 


Mr. Renwick: Mr. Chairman, I neglected earlier to say 
that I felt badly, on reflection, that I had been intemperate in 
my remarks to you last night. I recognize the error I fell into. 


When you referred to the 15 minutes, I thought in some way 
you were referring to the rule dealing with a request for a 
recorded vote at that time. By way of explanation and not by way 
of excuse, I was then startled when I realized that you were 
dealing with grave disorder in the committee, because I certainly 
didn't sense there was grave disorder in the committee. 


I have lived with the House leader of the New Democratic 
Party long enough to know that to call his consistent repetition 
of a particular phrase, such as "Point of order, point of order," 
grave disorder was, I felt--perhaps it is only because Mr. Cooke 
and I are accustomed to our House leader that we don't consider 
that grave disorder. 
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I do apologize; my remarks were intemperate. 
Mr. Chairman: No apology is required. 


Mr. Renwick: They are almost verging on abject, but not 
quite. 


Mra, Chairman: That “was #9 Ust) conment.. snatches Cheat ror 
debate. 


Mr «eeRenwick.s,.¢l, amy) usual lyjel tstening. snore, .closelyes than 
that. 


Mr. Chairman: Do you have other comments to make? 


Mr. Renwick: Yes, I do. I want to register, as strongly 
as I can, my objection to what the parliamentary assistant to the 
Minister has said about this amendment. 


I think that part of the frustration we are feeling in this 
committee is our incapacity to get across to the members of the 
committee, let alone to the parliamentary assistant, and certainly 
if he is reporting to the minister the extent and degree of the 
misrepresentation of our amendments to him would be total it tne 
parliamentary assistant believes that this amendment is, in any 
way, connected with stalling, is not a matter of substance and is 
not a matter of grave concern to us. 


ty lSsda mattersmof gravedsconcerin, sand jd swant= tolwtryyto 
illustrate, that sto. ythem-memberssp0f thespcommattecusandss tag Uhe 
parliamentary assistant, and I trust it will get through to the 
minister since ne is the one who will be dealing with this bill in 
theory in clause by clause, although he has not deigned to appear 
for any of the discussion and I doubt very much whether he takes 
much time to read the points we make. 


This definition is part and parcel again of the way in which 
there is a complete misrepresentation inherent in the bill by 
reason of the rigidly structured portion of the bill dealing with 
public sector compensation restraint and the loose, casual, 
ineffectual structure of part III dealing with administered 
prices. 


Sormmfarivas:? Isocan isteliss byareadingyepant Miia ijavandy Gataomsc 
believe I have missed anything in -part III, there is but one 
reterence to regulations and that is in section 32 which states, 
"The Lieutenant Governor in Council may make regulations further 
defining the terms ‘public agency' and 'public regulatory agency.'" 


Let me refer then to the definition of public agency and 
public regulatory agency, which are detined in such omnibus terms 
that no member of the public would be able to Say, except by 
guesswork, what a public agency was or what a public regulatory 
agency was. There iS one exception. Public regulatory agency 
includes the term "ministry" but public agency doesn't include the 
term "ministry." 
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I don't know why that is so. Perhaps somewhere, some day, 
somebody will explain tnat subtle point of draftsmanship that 
leaves the word "ministry" out of the definition of public agency 
but includes it under the definition of public regulatory agency. 


I want to say to anyone on the committee who happens to be 
either interested or listening to it, or who may read these 
remarks about this, that if one looks at part III and looks at the 
Setanitionl’” of*fPipublic.- agency - and’ the | definition * or “public 
regulatory agency, and then looks at something called the power we 
are asked to grant tne Lieutenant Governor in Council to make 
regulations further defining the terms "public agency" and “public 
regulatory agency," then it is meaningless. Tnere is no member or 
the public in Ontario who could, except by guessing, list any of 
the public agencies or public regulatory agencies ot tne province. 


The minister is sSupposed--that is the minister, when you get 
Bon SeCclon 26, *thac- you’ Look” back’ to “section” 1\*to "find ‘out’ who 
that is, because by the time you got to section 26, you have 
forgotten that in section 1 we defined minister as Consumer and 
Commercial Relations, despite the capacity of the member for 
Windsor-Sandwich (Mr. Wrye) to think it doesn't matter where the 
word "minister" comes in, or to make the fatuous argument just a 
few minutes ago that the people making public submissions about 
this bill didn't draw that to our attention. We were elected here 
to produce intelligible and sensible laws and it is not the people 
who make public submissions about the iniguity of a bill who are 
required to make that kind of-- 


Mr. Elston: Are you suggesting that we don't listen to 
them and consider their-- 


Mr. Renwick: I am not saying anything of the kind and 
don't dare distort what I am saying. You know as well as I do what 
I am saying is that the fatuous remark of your colleague that 
nobody said to us, "'Minister' shouldn't be in section 1", that is 
our job. This is known as clause-by-clause discussion of the bill; 
it is not a matter with which they are involved. 


L* AteeaGing, cGOwcone back) to wtne “point “that part “LIT “is 
totally deficient with respect to its ability to communicate to 
the public what are the public agencies or tne public regulatory 
agencies the minister is supposed to deal with with respect to 
prices. No one can tell. There is nothing in the bill-- 


Meveruonest “would you ‘bike’ us’ todstake'"an® attempt, at that 
for you? 


Mr. Renwick: I am going to take an attempt myself. I 
think I've got them all here and I want to know which ones are the 
list because you will notice tnat the regulatory power is not to 
add to any list, it's simply to further define the terms “public 
agency" and “public regulatory agency." 


I don't know what that means. That, to me, means that people 
haven't done their homework, that they want us to give them 
authority so that, if they haven't got it right this time, they 
can do it by regulation later and get it right. 
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That is wrong with respect to legislation. Those who 
introduce legislation must say what they intend to cover in it, 
and .say...soO clearplyiVand VaErsrinctly,., and. do _ not ._produce .tor us 
omnibus definitions wnich are meaningless gobbledegook, and then 
provide tnat they can further define the musn of tne generalized 
definition because they might have missed something. 


I want you to understand that that is what we are being 
asked to do by defining the term "regulation," so far as part III 
is concerned, in the amendment wnich my colleague has movea to 
delete it. I think anybody on the committee will understand what I 
have. Said and I= do “not > need-to emphasize “It “in (this particutar 
direction of my comments. 


ESS wae tls 


I do, however, want to emphasize it very clearly by contrast 
with what has been done in part II, with respect to the 
delineation of those who are covered by part II. This iS the 
punishmentisipart;\» thes strict. .'partiy sthaty. szappeal siato scthes, Tory 
government mind. This is the part that says, "Here we will be able 
clearly to define and specify who is to be covered by part II." 


If you look at one of the important elements of regulation 
to which we are asked to consent, in subsection 6(1) of the bill, 
you will notice, "This part applies to the compensation plans of 
employees employed in or by." Then there is clause 6(1) (a), whicn 
is an attempt to be specific and in detail; then (b), which is an 
attempt, tos; be, specific and sadn: sdetarh:. ,then, J(c);uiwhtch tis jan 
attempt to be specific and in detail; and then (d), which is an 
attempt to be specific and in detail. 


Iltmis-Gnot, shy, (regulations vit) jist prehtigi ne hermstaturc was 
clause 6(1)(e), right in the statute, there is an attempt to be 
specific; (f£), an attempt to be specific; (g), an attempt to be 
speci£ic;:. (hh), an-attempt to be specific: (1), an attempt tos spe 
specific, except for a point I will come to because (i) is a 
catch-all. At least you have made an effort, misguided but honest, 
to specity which compensation plans of which employees employed in 
what organizations of government will be subject to having their 
contracts broken. You have gone into great detail in the bill, 
great specificity in the bill. 


I would assume that it would be possible, by using clauses 
(a)eilP) an CO) 4) sane) waht anc g) mandie(h) Bot. supsect ion, 601), cite 
get a pretty good handle on the ambit of the penalty imposed on 
the public sector operation. Then what do you have? You nave the 
catch-all lain) cblausemi6 (.L) (ajime“anyinautporicy, feboarc py.commission, 
corporation,,..off£ice, person or..organization .of persons; ~ore any 
class of authorities, boards, commissions, corporations, offices, 
persons or organizations of persons, set out in the schedule." 


Then we look at the schedule and what do you find under the 
schedule? We find that the schedule occupies, in my bill, pages 21 
to./24wand.a. small. portion lofwipages 725; salen esmalleprint; sagan 
listing with tremendous specificity each and every kind of body 
which is going to be subject to having their contracts broken by 
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this bill. Tney are there. Then we have a government with the 
temerity to flip before us a bill which says, "If we have missed 
any Or added to the schedule by regulations." 


I want to say, aS a member of the assembly, it is an affront 
to put that kind of legislation in front of us. Either you know 
whom you are going to penalize by breaking their contracts or you 
do not Know. You have made a very good stab at attempting to 
indicate the ambit of it and you have put it in the bill. But you 
certainly do not nave, after the care and attention--and I can 
imagine the care and attention what went to compiling, not only 
the more generalized headings, itemized in considerable detail in 
Subsection 6(1), but the work which went into itemizing and 
setting out all the organizations tnat are listed in the schedule 
Poe the, Silk. 


Now you are saying to us that it is essential that you be 
able to add, by way of regulation, other authorities, boards, 
commissions, corporations, otfices, persons or organizations oft 
persons ~iOb-wany’- class ‘of “authorities, boards, commissions, 
corporations, offices, persons or organizations of persons. You 
want us to give you authority to add some more. You do not need it 
and you should not have it, and if you cannot dream it up, you 
should not have authority by way of regulation to add that kind of 
essential, substantial part of the punishment inflicted by tnis 
bill by way of regulation. 


Mm Menber , Of! the, publics entitled-to, know: *Dos J. work for 
an organization which is Subject to subsection 6(1)? I am entitled 
to know by looking today at the bill if, as and when it receives 
royal assent. I am not expected to peruse the Ontario Gazette on 
each Saturday or when it comes out on Monday, to find out whether 
my Organization has been added by regulation." 


I think that is an affront to the administrative law system. 
PePchink’ sie Ais wrong. = <Dcthink®@-that <1t. isi part iof >the tso-calted 
bureaucratic theory that administrative efficiency permits them to 
ride untrammelled over people's rights. 


If you were a member of the public and you wanted to know 
whether or not you were covered by this bill, if you went through 
this and you made what inquiries the statute required and were 
advised that, with great care and attention, you were not one ort 
the organizations whicn was covered in the itemized headings in 
Subsection 6(1) that I have reterred to at some length, nor were 
you covered in the schedule, what use would it be to you, sir, to 
find that you must, every Monday, make certain you get a copy of 
tne Ontario Gazette to find out whetner or not your organization 
has been added? 


if Bayo sl ty sistowrong*and ol gsay itoisc improper.jel sthinks:L cae 
speaking for the people of Riverdale about this kind of 
PeennaGcalatyriin cherdbihi<¢ <loobject) tos it, and «strenuously... +f 
certainly will not accept it at any occasion that a government 
should bring to itself, disguised as administrative etfriciency, 
the catch-all clause which appears at the end of clause 6(1l) (1). 
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I should like the Treasurer to take my comments seriously. I 
should like nim to tell me wnat excuse there is tor doing tnat to 
people in Ontario. Whatever may be private to people in Ontario, 
it is sometning to do with their private compensation. If my 
private compensation is going to be limited by this bill because 
of some misguided sense that I am contributing to inflation, then 
I, aS a person living on Dickens or Thackeray Street in the riding 
of Riverdale, am entitled to be able to say, "Does the bill cover 
me or does it not?" and not be covered by some bureaucrat sitting 
down and saying: "Oh my God, we torgot that one. Let us add it by 
regulation." Li *you,cannot-do it ipropertly.,.,.you Raye nowrighe*= to, ido 
rt by regulation, 


11:40 a.m. 


I do not often refer to it--I used to think that the guy was 
an old fogy and was not living with the times--but one of the 
books that came out in England, when administrative law started to 
ramble through with these immense regulations which no one can 
find, and if they can find them cannot read them because they are 
in unintelligible jargon, was by Lord Hewart, Chiet Justice of 
England. This book, written in the late 1920s or early 1930s, was 
called The New Despotism. That is what this is. 


I thought, "My, Lord Hewart, you were brought up in the 
Victorian age and you are not quite with it and you must recognize 
that government requires these powers to pass administrative rules 
and that no legislature can ever encompass all ot the things wnich 
have to be done." Tnis iS an improper, illicit and unwise use of 
the regulatory power in that concern. I say to the Treasurer, "How 
do syow domithinigpartol th vand not cdo i teinypartidid 24 How kderyousgnhave 
theunenve? toidoiti int parthidimand! not) dowkt: inf party lid 73 


Let me assume that my constituent living on Dickens or 
Thackeray Street in the riding of Riverdale is concerned because 
in the supermarket he is finding he is buying some product and nis 
money is not going quite as far, or that the Ontario Hydro rates 
are going up and he is finding great difficulty in meeting the 
enhanced cost of those agencies. He says: "Oh, well, the 
government is looking after that for us. The latter-day remnant ot 
the Family Compact is looking after us in its paternal way. They 
have passed a bill which is going to deal with this matter because 
they are going to do something. I look at the title to the bill 
and it says ‘monitoring inflationary conditions in the economy ot 
the province. ' 


"Well," the person says, "An Act respecting the Restraint oft 
Compensation in the Public Sector of Ontario... I am a member of 
the Ontario Public Service Employees Union, so I guess I am 
covered: .by. that. But that 1S5¢ ally etigne because they: are also 
going to look after the prices part of inflationary conditions, 
and that is what father does for us. He cuts us back a little 
here, but he gives us a little pat on the back here. 


*"SoijTianvgoingittonlook ina thaskbilisco, find tioutewhichworaces 
are going to be monitored by the government. I look under part IV, 
which says, ‘Private sector monitoring,' and it says that the 
board shall ‘monitor the pattern ot changes in prices and wages in 
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tne private sector of tne economy or Ontario generally ana report 
its findings to the minister from time to time as required by the 
minister.'" I do not know what he is requiring; I guess ne can ask 
Ehem nites reporc< tonc him” “quarterly , ads. -that +"sééms “to (be > the 
minister's power. Tne board is to do the monitoring. 


Then the board shall, "through such methods as it considers 
appropriate, promote public understanding ot the inflationary 
process and the relationships between productivity, costs and 
prices." I say, "Tnat is a great help to me when I go snopping on 
Saturday. That really is. I mean, the board iS monitoring these 
prices, and if I look carefully daown one or those aisles, there is 
a guy skulking around in the corner down there. He looks like a 
government bureaucrat. I guess he iS monitoring these prices here 
Por Us" 


Mrs WLYe: Js he the one with tne trencn coat? 


Mr. Renwick: Yes, probably the trench coat and probably 
the dark glasses. 


"So I nave a sense of great confidence tnat that is nelping 
me a lot. Then I find that through such methods as that he is 
‘going to promote public understanding--' on, tnat is really 
helpful. Maybe I shall get a series of ads on television telling 
me 'Tnat is the way tne world is, Jim. You get less money and the 
prices are going up, but I want you to understand why it is all 
happening to you because I do not want to upset you; as long as 
you understand that you are gradually going to be worse ofr under 
this, you can accept it. It iS when you cannot understand it that 
you cannot accept it." 


The person on Dickens or Tnackeray Street in my riding will 
say: "Well that is reasonable, and then the relationship between 
productivity, costs and prices--oh, I now understand, I am not 
working hard enough, and I am already getting too much money. 
Thank God, they cut it back because that is one of the costs. I 
think what I will do is go in in the morning and say, ‘Well, look, 
you have only cut me down to five per cent. I should like to be 
cut down maybe to minus five per cent next year, so that I am 
contributing my share, so that I have a real understanding of the 
inflationary process.' 


"I am going to really work harder. I am going to say to 
them, ‘Boy, I am going to be like some ministers of the crown. I 
am going to get to work at Six in tne morning anda work all day and 
then sit in the evening signing the letters that the bureaucrats 
have produced tor me during the day so I will shall not nave any 
time to think or anything. But I am going to work really hard. I 
am going to take a further voluntary cut in my pay, and then the 
Prices will continue to rise, but I shall not have to buy so many 
of them because I nave not got enougn money to do it, and I do not 
have enough time to go shopping anyway because I am working longer 
hours to increase my productivity.'" 


So my constituent is reassured by the latter-day Family 
Compact that everything is fine. Fatner Bill has looked after 
things in the private sector, so he is not worrying about that any 
more. He is now going to look at the public sector. There is no 
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regulatory section in part III. Tney are not going to publish 
anything to indicate any public information, even in the Ontario 
Gazette, that well-read weekly newSpaper of this province. There 
is no regulatory power requiring them to pubish anything, but tney 
have regulatory power elsewhere. He says, "Why did tney leave it 
Out of there, I wonder?" 


Tnen he comes to the part of the bill which is missed out in 
its title, because restraint of compensation in tne public sector 
of Ontario ,<s»under part iL. sMonitoning unilationary, condeGions. fin 
the economy of the province, because it iS a private sector 
free-market economy, is under part IV. 


He says: "I wonder wny they left that out of the title--I 
mean the title is long enough--why didn't they make it longer? Why 
didn't they say that the title of. the) bill would be =An act 
respecting the restraint of compensation in the public sector of 
Ontario--from part II--and respecting the control of administered 
prices of public agencies and public regulatory agencies in 
Ontario,’ whicheds» parti,liLm,wandarthe monitoring sofeeint bacionary 
conditions in the province, under part IV? What is in a few words? 
Why not make the title a little bit longer? Why not have it 
reflect exactly what is happening?" 


The bill is totally silent about part III. SO now he wants 
to know whether or not the government is looking after him with 
respect to tne prices he is paying for something called "an 
administered price" that is a price user-charger fee charged by a 
public agency and a price user-charger fee required, permitted or 
authorized by a public regulatory agency to be cnargea by another 
person. 


He would look at that and say: "I guess they are going to 
control my OHIP premiums. That must be right. That is one of the 
things the government seems to control. To my astonishment, having 
read ‘administered price,' having read the term ‘price increase,' 
having read the Treasurer's buaget last spring, naving read about 
tne increase in doctors' fees which was very Kindly negotiated 
recently on my behalt by another member or tne tamily, Dr. 
Grossman, naving read all that and recognizing that it is a public 
agency--well, it is a public medicare scheme--I believe there is 
something called the Ontario health insurance plan that I am a 
member or." 


the 5 On cen Ts 


"I just got a bill the other day because I pay my aged 
mother's bill, who has not quite yet turned 65. I have to pay hers 
direct because she lives alone. I got the bill whicn says $324 ror 
Six months' coverage. Thank God that price has stabilized. I say 
towmyseLe,. ohh' Ll cjust: tear supetheubild mhen® scones” inna eNo, orm 
a little more cautious than that. Why are they still sending me 
the bill for this increased price the Treasurer is cnarging? I had 
better go and ask and then I'm told it's not covered." 


This bill we are being asked to pass iS Supposed to speak to 
my constituents on Dickens and Thackeray Streets in the riding of 
Riverdale Or on the equivalent street thee ach) wot the 
constituencies throughout Ontario. Nobody can tell you anything 
about what's covered. 
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Even if you could rind about the agency, what tnen would you 
have to find? You would have to rind the economic criteria whicn 
the minister is going to establish to review the price increase. 
That would be convenient to have in regulations. That would be 
extremely nelpful, but I don't see tnat. Tnere is nothing in part 
III which says the economic criteria will be published. There is 
no indication that tney are going to be made available to anyboay. 


Let me assume for the moment that I am a friend of the 
Minister ana I live in East York and I belong to the East York 
Progressive Conservative Party Association and I contribute to the 
minister's campaign and on election day I go out and try to get 
Out the vote. I sit on the riding executive in his organization 
and look after nis membership and so on. I know Bill Fatsis very 
well. 


I therefore go to the minister and I say, “Mr. Minister, 
could you let me have a copy of the economic criteria by which 
price increases will be reviewed?" He says: "On, yes, I will. I'll 
send it to you anonymously next week in a brown paper envelope so 
you will know what I am about." 


Then I will say, "What's happening in this particular price 
that I am interested in?" The minister will say: "I am not yet of 
the opinion that the price increase may not contorm with the 
Criteria because, frankly, I don't understand the criteria myselt. 
I'm having difficulty understanding tnem and therefore I nave to 
form an opinion on thnem." 


Then he goes on to say: "When I've done that, that 1S, when 
I have understood what the criteria mean, when I've got them ir I 
can find them or when my members of the new despotism have 
prepared them for me, I am going to form an opinion about it. Then 
I'm going to refer it to the board for investigation. Tnen the 
board is going to report back to me about it and tell me whether 
Zoe CONLOrmsS with the” “criteria. “This will “be “extremely “helpful 
because I have just referred it to them on the basis that in my 
Seion 2c arent cOntorm wich the criterias 


That's a good field for argument between us because the 
Peerad will say, > "It does’ conform to the criteria and you, Mr: 
Minister, say it doesn't. But tnen we are the board ana you are 
must the minister, and you* are wrong about it." That's” the’ first 
step. Having been told by the board that ne was wrong in the first 
place to ever nave referred it because it does conform with the 
criteria, the minister can then say: "I guess I can't operate 
unaer clause 27(3)(b). I will theretore not deal with the matter 
any turther." 


It he is Sstubborn--as tne present minister is on 
occasion--and digs his heels in, he is going to say to the board, 
"I want you, where requested by the minister, to determine or 
request the public agency or public regulatory agency to determine 
the maximum price increase which would so contorm and report back 
to me the result of your investigation and your determination." 
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Then speaking to his constituent on the equivalent of 
Dickens, or, .Thackeray, Street, »he. says:o<"i'm .going, ito review the 
report of the board and then I'm going to make regulations to the 
Lieutenant Governor in Council with respect to the price increase. 
Tnen, who knows? maybe somewhere sometime the Lieutenant Governor 
in Council might make an order with respect to it." 


There is nothing in there about regulations, not a thing. It 
is opaque; it. is impossible. to understand. You can't find the body 
the minister is going to deal with. You've got no list and you've 
got nothing wnicn says you'll ever know what tne content is of tne 
term “public agency" and "public regulatory agency" in terms of 
the specifics wnich are involved in it. 


I -want sto the =.say to sthe cTreasorer; j;andyatog alii of the 
government members on this committee that is wrong. On February l, 
1980, we went through this great Gordon Walker operation orf 
deregulation. Tney were going to deregulate and were going to do 
away with all the agencies, boards and commissions in the 
province. On February 1, 1980, somebody else who fell heir to it 
issued the boards, agencies and commissions to which’ the 
government of Ontario appoints all or some of the members listed 
by ministry. There it is. 


Even I, sir, would allow you to say I was engaged in some 
form of stalling if I went ahead and read each of these in this 
particular volume. Are any or all. of tnem making any cnarges, 
fees, user charges or not? Are any of these, and which of them 
are, covered by this definition? Wnat are tney? what do you think 
we are here? Do you think we're a bunch of dummies that you can 
present a piece of legislation to us of this kind? 


If you had--I wish there were a word which was parliamentary 
which would not be equivalent to honest, pecause I don't like 
accusing anybody of not being honest--used an even hana between 
part II and part III, if those wnom you are punisning by the bill 
are dealt with the same specificity in section 6 and in the 
schedule in part III, then I would say at least they made an 
honest stab. At least they're trying to tell us something. At 
least they're making it clear. But, no, they're not. 


If you had gone the other way and simply used generic 
definitions in the broad sense in part II, one could say that. The 
bill is so flawed that even if the topic were not that important, 
I nope that we in our party would have enough wit to object to the 
perpetuation of this incomprehensibility which you have asked us 
to provide you with, that you may further define the definition or 
the terms "public agency" and "public regulatory agency." Tell us 
what they are. Give us the list. Let us know what they are. Let 
the public know. 


I may nave missed, in the debate on second reading or in the 
Treasurer's statement or at some other time, who is covered. I 
don't remember ever seeing it. 


Mr. Cooke: Not even when Elgie spoke. 
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Mr. Renwick: None at all. Never have I seen it. Where is 
the list? 


Wnat Organizations are covered by tne definition of public 
agency and what organizations are covered by the derinition of 
public regulatory agency? Wny doesn't it say, "'Public agency' 
means an agency, board, commission or corporation, including any 
wholly-owned subsidiary corporation, establisned or controlled by 
the crown in right of Ontario, which provides any product or 
service for which a price, user charge or fee iS charged, as 
listed in the second schedule to the bill"? Why isn't the same 
thing done about "public regulatory agency"? 


L2 wroon 


Then I might be able to accept in part II the little clause 
at the end of section 6 with respect to the schedule, "or added to 
the scnedule by regulation" if there were a companion schedule 
with respect to public agencies and public regulatory agencies, if 
you had then added on, having listed all the ones that you thought 
were covered, “or added to schedule 2 by regulation." 


What goes on? What gives? what's wrong that you come before 
Heawitn  Chileaking (Ofd “bill and “tell us that we -are ‘to“grant “you 
the power by regulation to do certain things. I have only dealt, 
Sir, with one aspect of the question of the regulatory power, 
basically related to the question or the scheaule to the bill, and 
the lack of the schedule with respect to part III of the bill, no 
power of regulation, the inability of anyone to find out from the 
government what they are aoing, and no reference at all to the 
economic criteria to be establisned by regulation. 


At least in the Public Health Protection Act they've added 
that modern wrinkle about guidelines and regulations. You get the 
guidelines first and then when they have stood the test of time 
they will probably be taken into regulation. We don't even have 
that. 


The Public Health Protection Act specifically states, with 
respect to the core programs of the government, that they are 
Obligatory upon the local municipalities and the public health 
boards of those municipalities if they are publisned by the 
Minister and delivered to them. Tnen tney are obligatory. 


No, we've never seen the economic criteria--I've seen no 
reference to them ever being made public, let alone being 
available at the present time--on which the minister is going to 
determine his view. Surely if you're asking us to give regulatory 
power and if you won't produce the economic criteria, surely at 
some point the members of the public ot Ontario are entitlea to 
know what those economic criteria may be. 


When we were Speaking yesterday about tne amendment to tne 
bill wnich would have changed the name of the board to the tair 
prices commission, we specifically made the point that when our 
amendment is introduced we will set out in the amendment to the 
bill the criteria which are to be taken into consideration by a 
fair prices commission in determining whether a price is fair or 
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not. If we, with our limited resources, were able to list the 
kinds of matters that were to be taken into consideration, surely 
it is not beyond the wit of a government wno can't find the time 
because of the stretch ot their resources to answer inquiries on 
the Order Paper. Maybe they could direct their attention to the 
question of what are the economic criteria. 


What'S wrong with the ministry? What's wrong with the 
government that they would do this and think that because every 
bill contains regulations we're supposed to roll over and aie 
because it'll be looked atter somewhere down tne line py the 
statutory committee: On» regulationss., It, won't,Pfof-course.-.By. the 
time it ever gets to that committee ana they say, "Tnat regulation 
appears to have been in excess of the powers that were granted by 
the bill," the bill, God “willing, if 2t.S snot “wrtehdrawn “by, che 
government, will have died of attrition at some point. 


Tnat's wrong. I could, quite literally, pose a very strong 
argument that even if we were to pass the bill with the regulatory 
power with respect to further defining public agency and public 
regulatory agency, I could make a very strong case that that was 
oftensive to the bill and was not a power which could be 
delegated, because definition should not be delegated. Either you 
can derine or you can't define so that the public knows what the 
terms mean. 


I nope some day some court will strike down the view that 
definitions of the major consequences of public agency and public 
regulatory agency can have their meanings extended py regulation. 
That's a legislative act which is far beyond what any Legislature, 
having it wits about it, should permit to be delegated to be 
passed by the government by regulation. ~— - 


I Listened to what counsel for the ministry nad to say when 
my colleague was speaking about the question of availability of 
regulations. If I understood it correctly tne indication was that 
they may not have it right in the bill, so they want to have some 
corrective power to do it by regulations. I'm not certain whether 
that was righnt-- 


Mr. Jones: I didn't understand that. 


Mr. Renwick: well, then perhaps I'm rignt, because this 
says and I'm looking at section 25--perhaps I'm quite wrong about 
it--"Designating any compensation plan or class thereof to which 
this part applies." 


why do you have to designate any compensation plan to which 
this part. applies, having. gone to the trouble of itemizing in 
clauses 6(1)(a) to (1) and in the schedule? why does one nave to 
designate a compensation plan? Why do you need the regulation for 
that purpose? "...and where necessary prescribing the manner in 
which this part shall be applied." 


Mr. Jones: Is that a question? 


Mr. Renwick: Maybe. It may be a bit rhetorical. I'd just 
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aS soon carry on, and you can answer it a little bit later--if you 
want to answer it. 


Ms. Bass: I don't want to interrupt the tlow of rhetoric. 


Mr.  nenwick: I°iI “try “to"- “be “more “specific “since “I''m 
speaking about the regulations. 


Mr. JoneS: You see, I“ve heard this lecture’ “before in 
the House. 


Mr. Renwick: Section 6? No, you've never neard this one 
before. 


Mr. Jones: About regulations I have. I remember’ the 
first bill that I ever nad anything to do with in the House was 
carrying through--I remember you were dead against the government 
having that prerogative of regulations. The IDEA Corp. was another. 


I was wondering yesterday, aS we were asked to suppose that, 
heaven forbid, the NDP were tne government and one of your 
colleagues was putting a question to us asking us to follow that 
scenario, if you were that government if you would have unto 
yourselves regulations, for example? 


I'm curious about that. I wonder, for example, if you would 
the government to have regulations to maybe regulate out of the 
program someone who startS out under this program, in the course 
ot say this year coming forward. Is that something that you'd see 
government nave? 


Mr. Renwick: That's opened up a wnole new avenue of 
thought. 


Mr. Jones: I'm sorry to hear that. 
Mr. Renwick: Let me deal with the regulation question. 
Mr. Jones: I just wondered if you thought it was wrong-- 


Mr. Renwick: I don't happen to be a person like Lord 
Justice Hewart, who is totally opposed to regulatory power. I 
don't live in that world. 


I do happen to believe that the regulatory power abdicated 
by the assembly has gone beyond where it should have gone. I'm 
trying to illustrate only with respect to this bill wny I think it 
is wrong. 


Very specifically, you are asking us to give you power by 
regulation to designate any compensation plan to wnich tnis part 
applies. I read this bill, which says, "Tnis part applies to the 
compensation plans of employees employed in or by," and then we 
Bave the’ -ilong” ‘list; so ‘you “don't have to ‘designate the 
compensation plan with respect to the organization to which the 
person belongs. 


12:10 p.m. 
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What then do you have to do with the designation of the 
compensation plan? I then look, presumably, at the definition of 
compensation plan and it means "all forms of payment, benefits and 
perguisites paid or provided, directly or indirectly, to or for 
the benefit of a person who pertorms duties and functions that 
entitle that person to be paid a fixed or ascertainable amount." 
That's the definition of compensation. 


""Compensation plan' means the provisions, nowever 
established, for the determination and administration of 
compensation"--that's very broad, that's very clear--"and includes 


such provisions contained in collective agreements or established 
bilaterally between an administrator and an employee, unilaterally 
byoacam, tadministrator)  ,»Opsebye OF Yourstanmts CoWgranyetiacc grog the 
Legislature." 


So you have defined compensation plan in an omnibus sense, 
and then you have defined it, by inclusion, to mean four specific 
types, and then you ask uS to give you power to designate any 
compensation plan to which this part applies. I could make that 
argument with each of the parts of this. 


Then you aSk us, and this is the point that you have made, 
"terminating, in whole or in part, the application of this part in 
respect of a compensation plan or compensation plans to which this 
pant applies... 


TLenotice .that; iso (farmaserhecanl underscandsant, avOuU meom« 
leave the members of the assembly or the members of municipal 
councils to the tender mercy of regulations. As I read subsections 
5(1) and (2), by statute you end the date when the termination 
takes place. I may have misinterpreted section 5, but that's my 
understanding of it. If you are just a citizen in Riverdale on 
Dickens or Thackeray Street then, of course, you have to find out 
whether or not you are still under the plan by way of termination. 


I took the minister to say, "Surely you would want us to 
have the power by regulation to let you out of this act." Why? 
Tnat's paternalism; you're in but you can get out. Provided you 
read the Gazette every Saturday, you will know whether you are in 
Or ,pyoullareyout,~Thatids whatisit says. ithat is. abl itusays. 


It. maynbes beneficial tuto ber owt sor the «plan, , bum ch'm enotiso 
certain, if the government persists in passing this bill, that we 
should allow the government to get off the hook by saying, "No, it 
doesn't apply to certain people," simply by regulation--not by 
giving «reasons,,not :by «JUStLEving -Lt publicly, buteby.oublishing a 
regulation "this act no longer applies to this compensation plan." 
Should we be giving the government that kind of power? 


Then it says, “Where it 1s considered necessary for the 
restraint of public sector expenditure, adding to or deleting from 
the schedule any person or any class of persons, or any agency, 
authority, board, commission, corporation or organization of any 
King. 4 


What is the ambit of that power you are asking us to give 
you? You have already, as I have tried to point out, with great 
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specificity, covered the kinds of organizations that are covered 
by tne bill, ana yet you are asking us to accept your view that, 
if it is considered necessary for tne restraint of public sector 
expenditure, you may add to or delete rrom the scneaule any person 
Or any class of person. 


I need not draw to,.the attention of the committee the 
anomalous position that, where it is considered necessary for tne 
restraint of public sector expenditure, you have tne power to 
delete somebody from tne schedule. I would suggest we leave that 
one in. Tnat 1S about the only one, I would think. 


Let's do that; aS soon as royal assent iS given we will pass 
a regulation saying it is necessary for the restraint of public 
sector expenditure to delete everybody who is included in section 
6 or in the schedule from the bill. 


It really is quite strange that it would be in restraint of 
public sector expenditure to delete somebody from the ambit of the 
bill. I don't know what that means. I don't know what it was 
Supposed to mean. 


Then it goes on to define the expression "compensation plan" 
Or prescribing the person or class of persons whose method of 
compensation shall be deemed to be a compensation plan for the 
purposes of this act. 


I Know all about drafting the provisions of taxing statutes. 
One can well understand why taxing statutes require the kind of 
Minute language that is involved. Why? Not because of my 
constituent on Dickens or Thackeray Street, but for the guy who 
can afford to consult the accountants and the lawyers in the Royal 
Bank Tower. That is who CRUST Or. 


You have the reguirements in the statutes of the Income Tax 
Act for the Bridle Path people. You are putting in this kind of 
specificity because some smart tax lawyer and tax accountant may 
have to stick-handle his way through the Income Tax Act to produce 
some nontaxable benefit tor some wealthy client, corporate or 
individual. We nave already had the examples in Cadillac Fairview 
POLO. Ltd: 


It is absolutely amazing--as a minor digression away from 
the precise terms of tne amendment--that it was news that the 
intended purchasers of the Cadillac Fairview properties’ had 
eonsulted with --tax lawyers and accountants. Tne Canadian 
Broadcasting Corp. gave that aS a news item. Can you imagine 
anybody from the Bridle Path moving without consulting tax lawyers 
and tax accountants? wnat's news about that? 


You are asking us to further define the expression 


"compensation plan." I don't Know how you can further define it, 
me yor persist’ in” it. It means the provisions, nowever 
established, tor the determination and administration or 


compensation. Compensation is then defined--and I am not going to 
repeat it--as all forms of payments, benefits, etc., ana it also 
deals witn compensation rates. It deals with who an employee is 
and it deals with who tnis beautiful term "administrator" is. Thnat 
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is an eupnemism for employer, that's what an administrator is. 
Mr. Jones: Senior personnel. 


Mr. Renwick: An employer who is breaking your contract 
because ne is authorizea by law to do it is no longer called an 
employer, he is called an administrator. 


Ge then goes on further defining the expression 
"compensation" or prescribing amounts or benefits or classes or 
amounts or benetits which will be deemed to be compensation for 
the purposes of this act, and defining any word or expression not 
already expressly defined in the act. 


I cannot believe, when I read this bill with respect to part 
IIi--and I want to point out to you that the regulatory powers I 
have just referred to apply only to part II, the public sector 
compensation part of this bill--that we should be asked to give 
that kind of regulatory power. 


12:20 p.m. 


I understooa counsel for the TreaSurer to be saying to the 
committee that even if we were to ask that tne draft regulations 
under subsection 25(1) be made available, they would not be 
available because they are for decisions to be made down the road. 


I think what they are saying to us is: "we pelieve the 
definition of compensation is adequate in the. bill. We believe the 
expression 'compensation plan' as detined in the bill is adequate. 
We believe that we have everyone in the schedule we want to get. 
We believe that everyone whom we have in the schedule and in 
section 6, with respect to the application of this, snould be 
under the plan. We believe we will not have to necessarily 
designate any of the plans, but there may be some loophole 
somewhere that will require us to use it. Tnere may be some terms 
which we haven't defined that will need definition." 


I took it that there was a prospective power that you may 
want to use down the road. If your answer to me is, "No, it is not 
down the road, it is right here and now and present," I could say: 
"Tell us what they are and let's get them into the statute. If you 
have to further define the expression ‘compensation plan', and you 
Know what it is you want to further define, let's do it now." 
Otherwise, »I take it that these are.all prospective, 


I think they are unnecessary and I don't think they should 
be in this kind of regulation. If you are going to be taxed under 
ao bill ,wyoue should) bevableytoglookcatethe: bill. 


This is a taxing bill. It takes money trom people in the 
public sector and allows the employer to retain it, despite the 
contracts -involveda ait: fs. aisiaimiy .clears) awl that, s#02n “casing 
Statutes which affect the compensation of people and the dollars 
they will, be. able to get, .irrespective. of. their contracts, 
requires that it be dealt with only in the bill. 


I may have become carried away with the remark that this 
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amendment was Simply a stalling device, that the regulations are 
necessary. I hope I have made the argument that, if regulations 
are necessary, this iS wrong and if regulations are not necessary, 
then you should accept my colleague's amendment. You cannot have 
this kind of a bill and I defy anyone to persuade me otherwise. 


I end up wnere I pegan and that is to contrast part III and 
the definitions of public agency, public regulatory agency and the 
BGuUlp. MOL (as reguiatoryr power, with the definitions of-*~ the 
Organizations to whicn compensation plans are covered by this as 
set out in section 6 and added to that the provisions with respect 
to tne scnedule. I think it is wrong. I think tne amendment snould 
be supported and tne bill should be witndrawn. 


If the bill is withdrawn, the amendment will not nave to be 
voted on. If the bill is not withdrawn, then it may well be tnat 
at some appropriate time we snould nave a vote on this to see 
whether or not I've made any impression whatsoever on the 
parliamentary assistant. 


Mr. Eves: I will try to keep my comments very brief and 
succinct, Mr. Chairman. 


Mint, eonesS.reMrerenves, i -COuLd?’ I Atyust’ =’for -+*one’ "point “of 
claritication for all of us in the committee, answer Mr. Renwick's 
question? He was curious about why the word “administrator" was 
used instead of “employer" and "employee." 


Counsel was just Sharing with us that, because the bill is 
so all-embracing and includes people as diverse as MPPS and scnool 
board trustees and other groupings, that 1S why the word 
"administrator" was chosen. It could be very confusing as to who 
is the employer or the employee, a school board trustee, for 
example. 


You just might find the criteria were shared back on 
September 21. The Treasurer will be with us this afternoon; you 
might want to check that. 


Mr. Cooke: with whose statement? In what form? 


Mr. vuones:. I'm not. sure how that. came out, but IT know i 
did have a chance to have a glance at it. 


Mr. Cooke: You might have nad a glance of it at some 
meeting of your caucus or something. 


Mr. Jones: It was around and it made a lot of sense. 
Mr. Cooke: I certainly don't have any recollection of 
ever seeing it. There is nothing in Miller's statement and there 


is certainly nothing in Elgie's statement in the House. 


Mr. Wrye: That means the Treasurer Will probably want to 
table it with us tnis afternoon. 


Mr. Cooke: Yes, if it's available. 
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Mr..Jones:7.1 ,domvemknowsiit ene’ ss Got git iit tights orm. | i 
just remember some ot them made a lot ot clear sense. 


Mr. Cooke: There are probably a lot of things you've 
seen that you won't share with us. 


Mr. ..Eves: 4 Having. fedard.,to «the ‘hour, Mr. Chairman, I 
will keep my comments extremely brief. I don't pretend to be able 
to change Mr. Renwick's opinion. However, I would say that, with 
all due respect to Mr. Renwick, I believe a great many of his 
comments were made with respect to clause 6(1)(i) and not clause 
l(c), which is the section which is purported to be amended. 


That. clause, the way Lt. 1S. dratted. currently i10- cue ote, 
Merely detines what the word "regulations" means. It means 
regulations under this act; that is, the section of the bill as 
proposed by the Treasurer. I think this iS not unusual with 
respect to any statute. It is the prerogative of the Lieutenant 
Governor in Council to make such regulations as are deemed 
necessary under the statute. 


A great many of commentS were made with respect to notice 
and comment, both by Mr. Cooke and by Mr. Renwick. I'm sure they 
are botn aware, altnougn they may disagree, that the practice of 
notice and comment in the province and in any other parliamentary 
JURISAIGCtIiONs Of a Which «le. ame .aWwane olS mote accepted. dite -Saaan 
accepted practice in the United States of America, which is not a 
parliamentary system. 


A great many of Mr. Renwick's comments were directed towards 
Clause 6(1) (i). Whether or not that is proper or acceptable to Mr. 
Renwick or his party would be a proper subject matter for debate 
at that time. There may well be some debate as to whether a list 
of boards and agencies, etc. is subject matter for legislation or 
regulation, but those comments are best heard from at that time 
when we're dealing with that particular section. 


I think the motion that's before the committee at the moment 
is on clause l(c). I think that's what we are directing ourselves 
to,.and I. don't. see, any, problem with that ~pdefinition mat. all Jsitsks 
like any other statute that is implemented at any time. 


Regulations are not always availaple--and I bow to Mr. 
Renwick's experience and kKnowledge--in fact, they probably are 
very infrequently available, to the House or to committee, before 


legislation is passed. I don't see anything unusual about this at 
all. 


MY voiWEyesu ih Wi bin ibesvernyeapbRtei js Isioniy: want “to say; Mr. 
Chairman, tnat we will oppose the amendment to strike the 
regulation clause l(c) and we will be proposing our own amendment 
which would ask that tnis section be stood down until such time as 
the regulations that snall be drafted at the end of our clause by 
clause consideration can tnen be brought forward to this committee 
for its consideration. 


It's important that we have a look at the regulations and 
Our party will so move. We believe there may be legitimacy to have 
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regulations, and consequently we cannot support tne amendment trom 
Mr. Cooke. 


Mr. Chairman: Tnank you. That completes the speakers on 
this question. 


Mr. Cooke: Do we reconvene at two o'clock, Mr. Chairman? 
Ate Cue Mas Le Le P2230 'p. Meir 
Mr. Cooke: Yes. 


Mr. Chairman: Fine. LE peing E250) Palsy we will 
reconvene at two o'clock to go immediately into tne vote. 


Mr. Renwick: It may be tnat my colleague, Mr. Mackenzie, 
who has nad to attend the Ontario Federation of Labour meeting, 
may want to speak briefly to this section. I have no knowledge 
whether he does or not, but I would like nim to have the 
opportunity, sir, at that time. 


Mr. Chairman: We'll see what happens then at two o'clock. 


The committee recessed at 12:30 p.m. 
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Miller, Hon. F. S., Treasurer of Ontario and Minister of Economics 
(Muskoka PC) 
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Glerk* Arnott, Db. 
From the Ministry of Treasury and Economics: 
Bass, J. H., Solicitor, Office of LegalaServices 


Stoodley, G., Director, Office of Legal Services 


From the Ministry of the Attorney General: 
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LEGISLATURE OF ONTARIO 
STANDING COMMITTEE ON ADMINISTRATION OF JUSTICE 
wednesday, November 24, 1982 
Tne committee resumed at 2:16 p.m. in room i5l. 


INFLATION RESTRAINT ACT 
(continued) 


Resuming consideration ot Bill 179, An Act respecting tne 
Restraint of Compensation in tne Public Sector of Ontario and tne 
Monitoring of MInrlationary Conditions in the Economy of the 
Province. 


Mri (Chairman: I see a quorum, SO. Seiteonalias calla, tie 
meeting to order. Mr. Mackenzie, will you proceed? 


Mr. Mackenzie: I take it we're on clause l(c)? 
Mr. Chairman: Yes. Mr. Cooke's amendment. 


Mr. Mackenzie: Our motion to delete clause l(c) rrom 
section 1? 


Mr. Chairman: Yes. 


Mii Mackenzie: I see a number of new Conservative 
members on the committee for this long afternoon session; maybe 
they were hnere thiS morning, I don't Know, Mr. Cnairman. I'm 
wondering if it wouldn't be appropriate to do a summary ot where 
we've come to-- 


Mr. Cnairman: That would pe ruled as needless 
repetition, Mr. Mackenzie. 


Mr. Mackenzie: Surely they want to know what's' been 
going on, Mr. Chairman. 


With regard to clause l(c), because I was down at the 
Oakville convention, Mr. Chairman I'm not privy to what my 
colleagues have said on clause l(c). Given the importance of this 
Particular bill, I would like to see the regulations betrore I have 
anything to do with passing a section of the pill. 


There are some very serious implications. Looking at the 
bill itselr, some ot the procedures we are going to go tnroughn are 
going to have to be covered by regulation. I don't tnink it is 
falr to nave this committee debating and passing on this bill, 
whether it's general practice or not, witnout seeing the 
regulations. 


There are all kinds of questions in iy mind. I'd like to 
know what kind of economic criteria and evidence there are in 
terms otf tne regulations tnat wiil pe drarted. I adon't know 
whether they have listed and countea all of those local 
unions--there are hnundreas of them--that are going to be arrected 


tor one year, and whetner they are doing anything to take into 
consideration those that will be affected for between one and two 
years, two and tnrée years, or even aS many as three years. I 
don't know whether they've taken a look at the intormation as to 
which of the nundreas of local unions are receiving a rollback 
because they've negotiated an increase effective next year, such 
as the 1l per cent increase for nospital workers, and it's now 
only going to produce five per cent. Wnat are the economic effects 
OL. that? 


I don't “éven *kKnow. Tt*s part of ‘the “r1nftortiation “we would 
have asked the Minister otf Labour (Mr. Ramsay) it we'd hada him 
here. We would have asked nim wnetner the regulations are going to 
take into consideration what tnis bill is actually going to do to 
employees. 


We do not know whether the Treasury officials used any 
studies of administered prices in Ontario to prepare the 
government's prices review program. If there are studies, wny 
aren't they available? They must have some effect on the 
regulations that we are going to see put into place. HaS ne got a 
list of those corporations, agencies and organizations and bodies 
that will be attected by tne aaministered prices section or Bill 
LVS? tadon?! teiknow. 
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My. colleague, -Mr.“Renwick, ‘tells>=*me ne didnt 7 get into it, 
but he has a list of the boards, agencies and commissions to which 
the government of Ontario appoints members. How many of them are 
going to have some input into the piece of legislation we are now 
dealing with? 


I think they are legitimate questions. Have we got a list of 
all provincially administered prices? Do we know which ones are 
going to require regulations? It seems to me that there are a 
number of questions that need answering, and I would like to know 
as well. 


I. ams not (Sure®s "this. Ls, (totelly= Under Tunisurscect Lon, (OUcC PEL 
would like to know wno we have now or who we are going to have on 
this particular commission. Pardon my ignorance on tnis, bout is 
that considereaq a regulation when you appoint members to this 
particular commission or starf or keep people on it? I don't know. 
I would like some answers to tnat. I haven't been througn this 
procedure betore where we set up such a board, ana I would like to 
Know. 


I don't know wny we can't know tne answers, berore we pass 
another section or vote for or against deleting a section of the 
bill. Some things are nappening out in the community that scare 
the hell out of me, ana underline--if you will forgive me--just 
exactly what we are talking about. I am also sure the Tory members 
have no idea of wnat iS going on with this bill. 


I have a letter= in front of me’ to Mr.-*Roscoe’ of the Service 
Employees' International Union by one of the staft people who had 
a bit of a rough time in a serieS ot negotiations going on rignt 
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now. They point out tnat in a meeting on November 22, 1982, tney 
were informed by a Mr. Gord Piper, tne administrator ot Runnymede 
Hospital, that tney were to deal with a new Ontario Hospital 
Association representative, etfective immediately. Tne 
representative they nad been aealing witn--negotiating against tne 
union \or wor, the employers, if you like, in the hospital 
field--nad been, tne quote is, "reassigned to work with tne 
inflation restraint commission." 


Thathe createdss,one -~hell, OL, an,-uproar, .atu.the.,.convention 
yesterday when the information was passed to tne particular union 
involved. Here they have one or tne key people who nas peen 
fighting and negotiating against them all along in negotiations, 
now serving on this damn commission. Wnat kind of a rigged jury 
have we.got before we ever start? And with that kind of 
information, I damn well want to know wnat the regulations are 
before we get into this particular bill any further. 


We are being given nothing. You can cry, "Stall," you can 
cry, "Filibuster," all you want, but we have been stonewalled 
getting tne ministers, we have been stonewalled getting economic 
answers and we have been stonewalled in every legitimate and 
serious question we have askea on tnis committee. 


Surely it is a legitimate question to ask where _ the 
regulations are. Table them. Let us see them. Let us find out wnat 
is in there and how many otner jokers tnere are, how many more 
pitfalls we've got like finding out tnat one ot tne people on that 
commission is one of tne very negotiators who nas been arguing ana 
putting the hospital workers down in tne negotiations. 


To me, that is just almost unbelievable, but that is just 
exactly what is going on. We get it secondhand from people pbeing 
notified in the field of who the nell is being appointed to 
clobber tnem. Tne very people being appointea to tnat board are 
the ones they've had to negotiate witn up until now_= on 
Management's side. 


Surely it is legitimate to ask to have the regulations riled 
before we proceed any further on this particular section of tnis 
Baul. MIf theyicare notys Our motion tos:aqelete that section is 
totally in order at this time. 


Mrs. Laughren: Ivy am pleased..to ,have made it back. here 
from the Ontario Federation of Labour convention where-- 


Mr. Chairman: Excuse me. Might I just nelp Mr. Mackenzie 
meopat.ecThis «morning Miss, Bass, .. solicitor:«»with the Treasury, 
mentioned in response to a question of mr. Renwick's or from one 
of your members that tne regulations were in the process of being 
drawn. I just mention that it was asked and they were not ready to 
table them at this moment. 


Mr. Mackenzie: I appreciate that. I am simply = saying 
that we are now dealing with the regulations made under this 
Particular act. I want to see tnem and I want to see them betore 
we go much further. 


Mr. Cooke: Mr. Chairman, just so you woulan't. ever be 
accused of misleading tne committee on any point, I think what was 
Said to us by the representative or the government tnis morning 
was that tney refused to give us a commitment that they would ever 
table the regulations. Terry Jones said that very clearly. He 
would not give a commitment that the regulations would be tabled. 


Mr. “Chairman: I? “amenoty. gotngs Pte egete- intomprhnertexace 
wording, but I sure don't remember him using the word "refuse." 


Mr. Cooke: He Said he would not give a commitment. 


Mr. Mackenzie: The more this bill stinks, the further we 
get witn this kind of intormation coming out. 


Mro Laughren:*"I “started ?-to “Say  tiat 7s 4"was -tnabwve =o 
attend most of this morning because I listenea to a very stirring 
speech by our leader at the OFL convention, at which certain 
political parties were mentioned in passing during his speech as 
was this bill. 


I am also very pleased-- 
Mr. Cooke: Could you be more specific? 


Mr. Mackenzie: It was the standing ovation of the day, I 
think. 


Mr. Laughren: I could even give the story of the boarder 
whose father and grandfather and great-grandfather voted Tory or 
Liberal. Anyway, I won't because of language and Hansard 
sensitivities. 


I am very pleased as well that there are some new Tory 
members in the committee today, particularly tne member for 
Sudbury «'(Mr..-Gordon)i.7° don want tobe =parocni al’ aboucw t) spout 
the member for Sudbury has had three public positions on this bill 
in Sudbury and I am glad he is here now to set the record 
Straight. When he getsS back home tnis weekend and he reads the 
article in the weekly newspaper, he is going to tind himselt 
greatly maligned. . 


Mr. Wrye: So what's new? 
Mr’... Daugnren: Sirdidn thwrive ric. 


Mr. Cooke: Is it not true ne hasS stated fewer positions 
on this p111"°than* on’ most ‘other ‘birlis? 


Mr. bLaughren: Anyway, ne really has had three pubkic 
positionss on “this brll:*.for,.against7e and maybe. . i'm hoping the 
will straignten it out. Pernaps py his presence this atternoon ne 
is signalling tnat he wisnes to get nis exact position on the pill 
On the record; whether or not it does create jobs, wnether it will 
Or not restrain inflation and is Supporting it or whether or not 
he will oppose it, as he also said publicly. Only time will tell, 
and I sit here in great suspense-- 


_ 
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Interjection: Waiting tor the November 24-- 


Mr. Laughren: --asS tO wnat tne member trom Sudbury is 
going to say about this bill. 


Mr. wWrye: If I might have a point or order. My colleague 
and trienda, the member for Nickel Belt i= in breathless 
anticipation and suspense on the memper for Sudbury's position on 
this bill. I wait in very restless anticipation for the member to 
speak to the amendment. 


Mp; Chairman: o That iS equite, in,,order. .Mr..:Lbaughren,. .will 
you please speak to Mr. Cooke's amending motion? Do you have a 
Bovy Of 1t? 


Mr. Laughren: Or what? 


Mr. Chairman: Of Mr. Cooke's amending motion. 


Mr. Laughrens: Oh, yes. It is indelibly seared onto my 
brain. 


Mr. Chairman: Good, good, fine. would you please 
restrict your remarks to it? 


Mr. Wrye: Would you like a coffee? 


Mr. Laughren: No, I have one, and I don't need the 
Liberal interjections to remind me which side they are on. We all 
understand that. How many people were at that convention this 
morning? 


Mr. Chairman: Mr. Laugnren, I am atraia you are out of 
order there in reterring to conventions. 


Moasslaughrensen Tienit sweren’t ’ forau,the «interjections, I 
would have been finisned my presentation by now. 


Mr. Chairman: Tnank you. 


Mr. Laughren: I would join in support of the member for 
Hamilton East that we need to see tnese regulations. 


I will tell you why. Wnen I looked at this bill--and I don't 
use the word lightly--and saw the deceit that was used in the term 
"Inflationary Restraint Board," when I saw tne deceit involved in 
naming the Minister of Consumer and Commercial Relations (Mr. 
Elgie) as the minister in this bill, then if there is that kind of 
deceit in tne legislation itself, God only knows what 1S going to 
be in the regulations, because that is something that is not 
nearly as visible as the actual legislation itself. 


If that is what is happening witn the bill, you cannot 
expect us to sit back and say: "Well, just lay the regulations on 
as you.ewill. . Let your ,regulations committee draw up the 
regulations and we will accept in blind faitn that you will do 
what is honourable." 
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Wnen I look at clauses l(a) and (b) and the way you nave 
manipulated the language tnere, I don't trust you to bring out 
regblations.!)I ‘reallypdomnatiethink tit isySabeswto Saye Chatn the 
Other New Democrat members feel exactly the same way. We don't 
like what you are doing. We don't like the way you are being 
evasive. 


Yous tarewinots being thonest) int tsayiing the word means 
"Compensation restraint board" instead of "Inflation Restraint 
Board.” °owe" dén' tolike- tyouS4saying=?that? Veeusts theswiinistem 6f 
Consumer and Commercial Relations, implying tnat prices are going 
to be restrained, rather than the fact that it should be the 
Minister of Labour who is doing what he is doing and what you are 
doing to collective bargaining for our public sector employees in 
Ontario]. 
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You are now laying some regulations on us, or will be, which 
we do not have the right to pursue. If it is true that the member 
for Mississauga North (Mr. Jones), the undersecretary of Treasury, 
did indeed say this morning that ne would make no commitments to 
Show us the regulations, I would like to know wny. 


Is there some reason we will not be Snown tne regulations 
now? What possible reason would there be for not tabling the 
regulations with us? IS there something there that you think we 
would rind so oftensive that we mignt dig in on the bill? 


Mr. Wrye: AM polite <olW order, Mr. Chairman. I have 
listened to my friend the member for Hamilton East, and now I am 
listening to my friend the member tor Nickel Belt speak about why 
the regulations should be tabled at this moment or wnile this 
committee is still sitting. 


I am a little confused, because the amendment, as I read it, 
is to strike out a clause. I suggest that neither speaker has 
spoken to an amendment as to why the regulations could not be 
produced now, We have an amendment which will do tnat-- 


Mis Chairman: Mr. Wrye, he was speaking about 
regulations. He did speak laterally about regulations, and so he 
is relatively on topic, relatively. 


Mr. Cooke: Barely. 


Mr. Mackenzie: we were going to nominate him for 
vice-chairman of the committee, but we will withdraw tnat. 


Mr. <Wrye: No favours, “please. 
Mrs Chairman: Carry "ono Mree Laughren: 


Mrs -Laughren?9 Ther eeare Gsomer occasions wneny ey eappreciate 
your crisp decision making and this is one or them. I shoulda warn 
you, though, not to be too hard on the member for Windsor-Sandwich 
(Mr. Wrye) or he might not stay and support you the way he nas 
done over the last several weeks. 


Mr. Wrye: Sixty-four days. 

Mr. Laughren: What I am asking--and I am glad tnat_ both 
tne Treasurer (Mr. F. S. Miller) and the undersecretary are here 
this atternoon-- 


Hon. F. SS. Miller: Undersecretary, I believe, LS ~athe 
term for an appointed ofricial. 


Mo.s baughren: »Rights, Who «do-.you.-tnink..appoints him to 
the job? 


Hon. F. S&S. Miller: He is elected. 
Mr. Laughren: No, on a point of order, Mr.-- 
Mr. Mackenzie: Not to this job. 


Mr. Laughren;: Is he elected parliamentary assistant? No, 
he iS appointed. 


Hon.wWF.ssS:.Miller: He: is onot) a bureaucrat. 
Mr. Laughren: I have done my research. 


Hon. F. S. Miller: An undersecretary is a bureaucrat. My 
friend is far from a bureaucrat. 


MreneLaughtren: > You ,are changing it a bit now. A. minute 
ago you said it was somebody who was appointed-- 


Hon. F. S. Miller: Elected by the people of Ontario. 


Mr. Mackenzie: Or by the people of Mississauga North; 
you should not blame all of the people of Ontario. 


Mr. Laughren: I was thinking ot it more in the American 
term. 


Bonaetes teowme Miller: ~.Well,..do not..think. 1n. the. American 
term. 


Mr. Mackenzie: He is republican, in the broadest’ sense 
of the term. 


Mr. Laughren: Anybody who is as republican to the core-- 


Mr. Cnairman: Please disregard the interjections, Mr. 
Laughren, and carry on. Restrict yourself to the amending motion, 
please. 


Mr. Laughren: It is hard to ignore supply-siae Jones, 
though, I want to tell you. 


I started to say that I am glad the parliamentary assistant 
and the Treasurer are both here this afternoon so we can get an 
explanation as to why tnese regulations will not be presented to 
us. 
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Surely you understand why we are hesitant to accept tnis 
clause as part of the bill because we simply, I will say again, we 
do not trust youon this piece of legislation. Ana it we’ dao not 
trust you on what iS printed in the legislation now can we trust 
you on the regulations? 


I. would urge) you, 6 ME.) Chaittan; ©<O (nods Ob. winks Coe your 
confreres and urge them to support ‘our specific motion, 
particularly some of the back-benchers from the Conservative 
Party, wno muSt be nervous themselves at what is going on with 
this bill. I can see some neSitation now that was not tnere a 
month ago. I can see the odd members who do not stay in any more. 
Tney come and go and take turns; before they used to hang in with 
a certain amount of fervour and commitment to the legislation. 


Mr. Jones: We just wanted to share among members of our 
Caucus some of the excitement of the committee. 


Mr. Laughren: I see. well that is commendable or you; it 
is almost a socialist act. 


Interjections. 

Mr. Laughren: Mr. Chairman, I will rest my case _ there 
but urge the other members ot the committee to support us on this 
particular motion. 

Mra EvesttemMr ve Chairman, I wiil make my remarks’ very 
brief, really. It Mr. Laugnren nad been hnere this morning he would 
have heard the-- 


Mr. Laughren: Stonewall Eves. 


Mr. Eves: --eloquent remarks being made by Mr. Renwick 
and Mr. Cooke to exactly the same points he has addressed here. 


Mr. J. M. Johnson: Same speech. 

Mr. Eves: I do not really think we have heara any new 
arguments or comments from the New Democratic Party. We have heard 
from Mr. wWrye of the Liberal Party; we heard from myself this 
morning; at this point; *under «rule S6,,tI -would (move thats thzs 
question be now put. 

Mr. Cooke: You're just wasting time. 


Mr.  Chalrman:s Alil@’ right; standing “order 36==1sSithere: va 
question? 


Mr. OsYM. Johnson tHowplonge2s your List? 


Mr. Chairman: There were yourselt and Mr. MacQuarrie 
remaining. 


Mr. Laughren: From Landslide Eves to Stonewall Eves. 


Mr Chairman: )D0 /Tyou” Smean BiremarniIng® “Ore up.s"torenow, ~Mie 
Jonnson? 
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Mr. J. M. Johnson: Remaining. 


Mr. Laughren: I would have spoken longer it I had known 
you were going to do that. 


Mr. Chairman: The question berore the committee is that 
this question be now put. 


Mr. Mackenzie: May we call for a 20-minute recess? 


Mr. Chairman: Excuse me, no. I have not yet ruled 
whether it 1S in order. 


Mr. Mackenzie: Good, maypde we wiil nave a cnance to near 
the remaining speakers. 


fre Chaltmans: We “started thise motion. of. cir, cocke’s. at 
11:10 a.m. and went till 12:30 p.m. Now we have gone from 2:16 
p.-mM. until now, 2:37 p.m. We nave had no Liberals except Mr. wrye 
on several points of order. 


MrsoWEve: We spoke. just before. t2 o'clock. 


Mr. Chairman: I am sorry; yes, you did. Mr. Wrye spoke 
as well on several points of order. Three of the NDP, as well as 
Mr. Cooke, have spoken. 


Mr. .Laughren: The member for Sudbury did not. speak yet. 
Give us one of your positions, any position. 


Mr. Chairman: I am going to rule no Liberals except Mr. 
Wrye have asked to speak. I am going to rule that the rights of 
the minority have not been abused or infringed upon, and as usual 
I do not Know ot any-- 


Mr. Mackenzie: Point of order. 
Mr. Chairman: No, I'm sorry, no point of order. 
Interjections. 


Mr. Chairman: .There, is nothing out ofr order. Tne same as 
last nignt, there iS notning out otf order. 


Mr. Mackenzie: I challenge your ruling then. Tnis is a 
closure motion. 


Mr. Chairman: There is no point of order taken here. MI 
am in the midst of ruling. I am ruling that it is in order and 
there is no abuse of the standing orders in Mr. Eves puttiny this 
motion at this time. 


Mr. Cooke: Then we are challenging your ruling. 
M¥ LicChaixrwans. .Pine,..icorrects. fam , ruling ~that--it-ts in 


Order for him to put this at tnis time. It may not be debated or 
amended. 
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Mr. Cooke: Even though we debated tne last one for two 
and a half hours. 


Mr. Chairman: Have you said that you are challenging the 
ruling? 


Mr. Mackenzie: Yes, I am challenging your ruling. 


Mr. Chairman: Fines They can challenge my ruling’ that 
that Mr. Eves motion Ws inorder: 


Mr. Mackenzie: Twenty minutes. 


Mis MacQuarrie: ng do not know chat there can be a 
challenge to that, Mr. Chairman. 


MrsmeChalrmansee!, tramp aetraidse Iowamitgomng ‘to aliow Lts sat 
2:39 p.m., 20 minutes requested. 


The committee recessed at 2:39 p.m. 
2259 SDeiis 

Mr. Chairman: We are back on the record. It being 2:59 
p.m. we Shall proceed to vote on the cnallenge to the chair. The 
question is shall the chair's ruling be upneld. Answer tne clerk 


as he calls your name. 


The committee divided on the chairman's ruling, which was 
Sustained on the tollowing vote: 


Ayes 

Eves, Gillies, Gordon, MacQuarrie, J. M. Johnson, Jones. 
Nays 

Cooke, Mackenzie, McGuigan, Ruston, wrye. 

Ayes Six; nays five. 


Mr. Chairman: The challenge tails six to five. Shall we 
then vote on Mr. Eves! motion under standing order 36? 


Mr. Mackenzie: Hold on, Mrs. Chairman; we request a 
20-minute recess. 


Mr. Eves: Mr. Cooke. had to go to the washroom. 


Mr. Chairman: You want 20 minutes under standing order 
SOC}? 


Mr. Mackenzie: Yes. 


Mr. L¢haitrman: Pyihanknyou.ge lows emnowsmtunree! tovedock. That 
will be at 3:20 p.m. We will resume to vote on that question. 


The committee recessed at 3 p.m. 
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Mr. Chairman: Snall we vote upon Mr. Eves' motion 
regarding tne question being put--tnat the question shall now be 
put? Will you please respond to the clerk as ne calls your name? 


The committee divided on Mr. Eves' motion, wnich was agreed 
to on the following vote: 


Ayes 
Eves, Gillies, Gordon, J. M. Johnson, Jones, MacQuarrie. 


Nays 


Cooke, Mackenzie, McGuigan, Ruston, wrye. 
Ayes six; nays five. 


Mr. Chairman: The motion carries six to five, therefore 
we Shall proceed as standing order 36 Says, we Shall proceed witn 
a vote on the main motion which is: Shall clause l(c) stand as 
part of the bill? I presume you wish a recorded vote as uSual? 
Will you please respond to the clerk as he calls your name. 


The committe divided on Mr. Cooke's motion, which was agreed 
to on the following vote: 


Ayes 


Eves, Gillies, Gordon, Johnson, Jones, MacQuarrie. 


Nays 


Cooke, Mackenzie, McGuigan, Ruston, Wrye. 
Ayes six; nays five. 

Mr. .Chaixrmans, The motion carries six to five. 
Mr. Jones: I have a motion. 


Mrs Cnairman: Mr. Jones moves that tne committee not 
proceed with consideration of this bill, but that it be reported 
to the House at this time. 


Mr. Jones: Mr. Cnairman, I would readily recognize that 
Our Standing orders do not provide tor this. Neither do any of our 
Standing orders pronibit this. So we must go to the Britisn House. 
Of course, aS you are weli aware of our precedents, Mr. Cnairman, 
I would reter you to Erskine May, page 626, of the systems or 
committees, chapter 25 and would just share with tne committee 
brieftly the comment there on reporting: 


"Circumstances have arisen which, in the opinion of the 
Members in charge of the bill, have rendered it inexpedient to 
Proceed further with consideration of the bill, and on tnese 
occassions that members have been permitted to move, 'Tnat tne 
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committee do not proceed (or proceed rurtner) with the pill.' Tne 
circumstances in which such motions have been moved have been 
varied considerably but their general nature may be indicatea py a 
few examples. Sucn motions have been made wnen there seemea to be 
no prospect of tne bill being reported to tne House in sutrficient 
time to allow it to be considered by tne House. 


"A motion tnat the committee do not proceed (or proceed 
further) with tne consideration of a bill, is debatable, but may 
not be amended. It tne motion is agreed to, tne chairman is tnen 
ordered to report the bill to the House without amendment or witn 
such amendments as the committee has made." 


Mr. Chairman, aS you Know, the procedure within the House is 
to have a member: carry ai bill for “the minister, in this case as I 
refer to the member in charge--in referring back to this 
precedent--is clearly the minister, namely the Treasurer. 


I know his feelings in my capacity as parliamentary 
assistant <totihim7® so el *would® say to “rou, Mr. Chairman, that of 
course, aS I make this motion, I snare with you the Erskine May 
precedents. I would point out that we were sent nere by the House 
on October 19 to begin normal clause by clause on November 2. In 
four weeks, we have not reached tnat normal clause by clause 
consideration. I beg that we proceed with the consideration of 
this motion. 


Mr. .Wryes: Point Of order. 


Mr. Chairman: Yes, tine. May I nave your precedent to 
study, Mr. Jones? 


Point of order, Mr. Wrye and then Mr. Cooke. 


Mr. Wrye;' On a. .point JoOf (order. 2 On da) COUD Les sOCeimaccenae 
Number one, really for *Clariftcation,” is this to report to the 
House for clause by clause consideration, or report to the House 
for third reading? 


Mrs Chairman: *°Arey you “naving "that™ typedmeiipseor scopies 
distributed? 


Mr. Jones: I nave it typed. 


Mn." Chairmans? tCourd jyourigiveit**tomthemclerk= someétnat =ne 
Canmithem rhaveweit photocopied?’ I think *F=*juser neard im say 
"reported to the House." 


Mr. ~Wryes. We aiso dO NOt nave: ad sCOpy wore tic miiLOrtan Lon, 
the Erskine May consideration, that Mr. Jones has just read into 
the. jpecord. Mignt. 1] ask, "On a pOlic. OL Ofge ww. lL tt. Wwourd | De 
appropriate, considering the import of the motion just put, that 
we adjourn for 15 or 20 minutes so that we may nave a look at the 
material and get some clarification from the clerk as to what the 
etfect of this motion is? 


Mr... Chairman: Okay, | Have neara ciat. 
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Mr. Cooke, I could ask if tnat is the feeling, tnat they 
would like to take a 10-minute break, but would you want to 
address your point of order before that? 


Mr. Cooke: I would not mind seeing the Erskine May 
quotes tnat he used. I have two points of order on this that I 
would like the chair to consider. I think it is most appropriate 
that we adjourn. 


Mr. Chairman: I am trying to get a consensus here. Is it 
the consensus of all three-- 


MreiWryessA quarter, togtours. 


Mr. Chairman: Seventeen minutes. Fine, all three parties 
are agreeing to a 17-minute adjournment to 3:45 for copies to be 
given out aS soon as possible, right in tnis room. 


The committee recessed at 3:27 p.m. 
Be AG6HLD. Ms 


Mrmr Chaipinan: welt being againkscannstout. 37462. shall swe 
proceed? Mr. Jones has spoken to his motion on the floor. May I 
point out that I had an order--as I Saw it--of Eves, Gordon, 
Laughren, Mackenzie and Wrye. However, Mr. Eves pointed out to me 
that he believed that Laughren and Mackenzie had their hands up 
before Mr. Gordon and he did. I am prepared to reverse that order, 
only if you wish. What do you want?. 


Mr aWnyes, iim whatworder were they? 


Mr. Chairman: As I Saw them or as Mr. Eves pointed out 
to me? I saw them as Eves, Gordon, Laughren, Mackenzie and Wrye. 


Mr. Wrye: Call them as you see them. 


Mr. Chairman: As I Saw tnem, thank you. On your point of 
Order, Mr. Wrye, you are through witn tnat. Mr. Cooke has one or 
more points of order. 


Mr. Cooke: I am suggesting that this motion as put by 
Mr.’ Jones)“is) out cof order. My first point of order--which I. think 
Makes this motion out of order--is tne mandatory instructions. I 
assume, Mr. Chairman, that you will rule on each point of order 
separately as we have betore on these kinds or decisions. 


Mr. Chairman: Yes, tnat appears SO. Excuse me one 
second. Do you wish to be on the main list or Mr. Cooke's point of 
order? 


Mr. MacQuarrie: The main list. 


Mr. Chairman: Thank you. Yes, 15) ics, tte -wousa. the 
reasonable to rule on each point of order as it comes up. 


Mr. Cooke: Mr. Chairman, the mandatory instructions that 
have been given by this committee, of which you have on numerous 
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occasions reminded us of--and I look at the last sentence wnere it 
says when we will be sitting--says, "Atter clause by clause 
consideration, is*-finishned, «thes birl’ will be Sréported co... the 
Legislature." 


I submit to you it is very clear that we have not completed 
clause by Clause discussions of this “bill. In “accepting this 
motion; “you” would» be ~ viobating: wa" “motron “oiv*thne House*wheecn 
instructs this committee very clearly. For that reason, I believe 
Mr. Jones'nmotion (1S out Of order andseclearly out of order. 


Mr. Chairman: Tnank you. Does anyone else wish to speak 
to this point: of order, 


Mra adones: «€iearly,i:Mr.7oCnabeman;ag buedon it, Eine myselig in 
agreement with Mr. Cooke and I would speak against hnisS point of 
order; I would say it is out of order. 


We were ordered by the House to proceed, as I pointed out, 
On November 2. We had one small delay--tne death of a former 
Premier--but other than that, we did proceed according to the 
House except we arrived here and had four weeks of other than 
normal clause by clause consideration. It was, as you know, a 
matter of wrangle and delay tactics. 


Mri Chairman? Mr. "dones, i “don"t “Cnink’*thate ts  -adrreccly 
on the point of order. 


Mr.” “Jones: Getting “back tto'™ Mr .*"C00ke" spore - "OL =oLacrs 
the Erskine May reference I referred to clearly points out that if 
the circumstances have arisen which, in the opinion of the member 
in charge of the bill, render it inexpedient to proceed further 
with consideration of the bill--and all these occasions that 
members have been permitted to move, and I say to you again, as I 
did in putting my motion, that this is indeed the case and this is 
the precedent I cite to you yet again. 


3:50 p.m. 


The member, who, as we Know in the British House, is the 
member who carries tne bill for the minister responsible, does 
feel it has been rendered inexpedient to proceed further with 
consideration of the bill. That precedent, of course, iS what we 
are referring to and thus I say that Mr. Cooke's point of order is 
out ofPorder. 


Mr. Renwick: I do not know’ what Mr. Jones» was talking 
about, but I want to say that the motion which Mr.’ Jones has 
introduced), 25;)“Khesubmit tot you;® outPort order. si teiistmout. orsiorcder 
because, whatever the rules may be in the British House, the 
member introducing the motion has not seen fit to ao other than to 
give us the pages from Erskine May. 


As I understand it, none of the research has been done to 
provide the committee with the examples on whicn he rests his case 
to let us see what ne is talking about. For example, we do not 
have the proceedings in 1924 and 1925 on the wild birds protection 
bill which apparently was one of the authorities on the basis of 


| a 


whicn Mr. Jones has cited his particular case. I would like to 
Know the particulars from the proceedings of tne House of Commons 
in London about that matter. 


I believe even Mr. Jones would think that the motion which 
he has placed before this committee is a most serious and drastic 
curtailment of the work of this committee. I refer him, since the 
emancipation of the British North America Act, to Beauchesne's 
Parliamentary Rules and Forms, Fraser, Birch and Dawson, 1978, 
fifth edition, Rules and Forms ot tne House of Commons ot Canada, 
witn annotations, comments and precedents. 


Mr. Chairman: What page, Mr. Renwick? 


Mr. Renwick: Perhaps a number of pages, but my first 
page is on page 230. I would take it that the research whicn has 
been done on behalf of tne " b r"--and I use that word in quotes 
because I am not certain that Mr. Jones has any authority to even 
be the member to introduce this motion--would indicate that there 
is no precedent of tnis House for tnis action ever being taken. 
Perhaps Mr. Jones would tell me whether or not he has any 
knowledge of any precedent of this assembly, since it came into 
existence in 1792, having done this. 


Mr. Jones: I acknowledged in my remarks in putting the 
motion, Mr. Renwick, that I knew ot no precedent in Ontario, nor 
in Our Standing orders, but I also know tnat there is no precedent 
that prohibits. Then I merely reminded the chairman, as he is well 
aware, that in the absence of that we would be going back to the 
House of the British Parliament where we found ourselves looking 
at Erskine May's reference work. 


Mr. Renwick: In the time that the Legislative Assembly 
of Ontario has existed, since 1792 and through to Confederation 
until the present, there is no precedent for such action by the 
government. 


Mr. Jones: For or against. 


Mr. Renwick: You are aware, I assume, Mr. Chairman, that 
ime law sof©= England was introduced into Ontario in, 1792, on 
September 1, I believe, at 12 o'clock high noon. I question 
whether or not we should find ourselves, in this emancipated day, 
bound by whatever rules are applied in the British House ot 
Commons without a thorougn knowledge ot the separate and distinct 
procedures of that assembly. 


Perhaps the clerk of the committee would correct me if I am 
wrong, but before our modern standing orders or the Legislative 
Assembly, tnere was, in the first rule of that assembly, a 
Specific reference to British parliamentary tradition as being the 
usages which would govern this assembly. If not, I would ask the 
clerk to look back at the rules of the assembly prior to tne first 
updating of the rules, which I recall took place in 1976 or 1978. 
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You will notice tnat there is no reference to Britisn 
patiiamentary tradition In” item 1(b) of tne Standing orders: “in 
all contingencies not provided tor in the standing orders tne 
question shall be decided by the Speaker or chairman, and in 
making his rulings the Speaker or cnairman shall base his decision 
On the usages and precedents of the Legislature"--and there is 
none--"and parliamentary tradition." So, in considering whether 
this-"“motiome ts 1h “Srdery” I Msay “that you Sarc@trecece ing co- a 
parliamentary tradition. 


The first reference I would like to make is that, on page 
230 of Beauchesne, in the paragraph numbered 763, under tne title 
Function of a Committee on a Bill: "The function of a committee on 
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a bill is to go througn tne text of the bill clause py clause ana, 
if necessary, word by word, with a view to making such amendments 
in it as may seem likely to render it more generally acceptaple." 


Beauchesne refers to Erskine May, Parliamentary Practice, on 
page 7506. | a) any reférring. to wWay,.the..L9tn editiony .Sir David 
Lidderdale. I do not know whether Sir David Lidderdale would or 
would not be available to appear before the House or this 
committee to explain this provision that Mr. Jones has brought to 
us. 


I quote from page 506 of May, under the heading Tne Function 
of a Committee ona Bill: 


"The function of a committee on a bill is to go tnrougn the 
text of the bill clause by clause and, if necessary, word by word, 
with a view to making such amendments in it aS may seem likely to 
render it more generally acceptable." 


You will note the identity of the words in the edition of 
May and those in the edition of Beauchesne. 


My next point is the one wnicn my colleague nas made, tnat 
we are under instructions from the House--and I am going to use 
that dread word that nas caused me so mucn concern. I now quote 
from page 508 of May, chapter 21, Proceedings in Passing Public 
Bills, neading Instruction: 


"Betore tne committee to wnich a bili has peen committed 
commences itS consideration ot the bill, an instruction may be 
given to sucn committee, the purpose of wnich is eitner to empower 
the committee to do something which it could not otherwise do, or 
to define the course of action which it must follow. Tne first 
type of instruction is called permissive, the second mandatory." 


I apologize to you, Mr. Cnairman, for the concern I had 
about your use of the term "mandatory instructions of the House." 
We are under mandatory instructions or the House. Without reading 
the first part, with reference to the public hearings, we then 
come to this phrase, "and that normal clause by clause 
consideration of the bill start on November 2, 1982, with sittings 
Tuesdays, Wednesdays and Thursdays at the times set Out above, and 
that after clause by clause consideration is finished, tne pill 
will be reported to the Legislature." 


ot, Ms 
EE 


My. second point..2is, that, (/.in ‘considering. .this motion, . to 
accept it would be in clear breach of the instructions of the 
Legislative Assembly to this committee. 


My third point relates, not to any disrespect I have for the 
parliamentary assistant, either in nis role as parliamentary 
assistant to the TreaSurer, sitting at your lert nand, Sir, on 
some occasions, or sitting aS a member of the committee on otner 
occasions. But it does seem to me somewhat arrogant and peremptory 
On the part of the member to say, first or all, that he 1s tne 
member who is in charge of this bill in this committee. 
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Second, I would say tnat it is somewhat arrogant in the 
parliamentary sense of that term, for him to presume for one 
Single moment that he can move a motion, Mr. Chairman, that you 
should consider to be in order wnen faced by very specific ana 
clear instructions of the House. 


My next point 1S, apart from the tormality of the rules that 
we have under consideration, one must consider, in dealing with 
this motion; thatecthe oil, which Fsmooths the "functtoning Climtres 
assembly has been worked out over a number of years, since the 
near-defeat .,of: the government in 1975 in particular, and the 
speciric defeat of tne then government House leader in that 
election. Since that time, machinery, wnicn is very delicate and 
important, has been worked out by whicn agreement is reached witn 
respect to the business or the House. 


The House leaders of each of the three parties are the 
mechanisms through which tnis House, in an orderly well-mannered 
and efficient way, decides by agreement where and when possible, 
to work out tne orderly transaction of the many areas of business 
of the House. 


For you, sir, to disregard the background under which tne 
House instructed this committee, as moved by Mr. wells on Tuesday, 
October 19 when he stood in his place, and with unanimous consent 
the House reverted to motions, and when it was, on motion by Mr. 
Wells, ordered--I will not read the order that was thnere--we 
cannot and you, sir, cannot, in considering this motion, disregard 
what first, the unaniousS consent was, and second, tne background 
or that motion. It was by very clear and specific agreement 
amongst the House leaders that this was the way bry worich -cn ks ore 
would be dealt with. 


That is the reality of the world of our association here 
together, as members of this assembly trying to work out the 
particular matters. That was translated to our caucus as the 
agreement under which we were to carry out our business. 


My next point is tnat something seems to turn in people's 
minds on the use otf the words "normal clause by clause." I take 
that to mean that the consideration of tne committee would be in 
the ordinary course of its operations. I would take that to mean 
that it would be agreedaq, tor example, having heard all or the 
public representations, we would proceed in an orderly method, 
clause by clause, to deal witn tne bill. 


{I will return to the matter, if you will permit me, seis 
Chairman, at some point, wnen I tind the actuai reference, which, 
as usual, I have now misplaced, that the normal proceeding of the 
committee is to hear tne proponents ot the bill, near those wno 
are anxious to make any comments on the bill, and then to proceed 
with tne clause by clause discussion. 


It has been a tradition in this committee that we were 
prepared--in order to work out this arrangement that was made 
among the three House leaders--to forgo the participation by the 
public in the clause by clause discussion, whicn was part of the 
normal procedure of this House, by tradition of this assemply--I 
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am not talking about anywhere else. We nave forgone that, as nave 
the members of the public. Since November 2, we nave devoted our 
attention exclusively to the passage of this bill. 


Tne member nas taken it upon himself to Say tnat he is the 
Member of this committee responsible for tne bill, even tnougn he 
nas often not sat in nis seat aS a memper or tne committee. On 
November 24, at 3:30 p.m., he has suggested tnat we nave in some 
way reached a stage where he can invoke a drastic breach, not just 
in the rules of the House--by citing the situations and the 
conditions ne nad discussed--put a drastic breacn in the machinery 
under wnich this assembly has functioned since 1975. 


I would ask the member seriously to consider--and pernaps 
you, Mr. Chairman, would make a suggestion to him--that he should 
withdraw nis motion. He has made nis motion without any regard tor 
the consequences, not just on the future of this bill, but on the 
future operations ot this House. 


I am certain he has not given any such consideration to 
these matters. He may well not have been aware of the chaotic way 
in which tne business of this assembly was conducted prior to 1975 
and to the Camp commission report. 


To say, at this hour of November 24, that after having sat 
Since November 2 on the clause by clause discussion of the bill, 
he can somenow or other invoke this Kind of rule because he wants 
to be out of the trenches by Christmas, is just simply beyond my 
comprenension. 


Ir at anotner point I tind tne reference wnich I nave now 
misplaced, I would like to ask you to come back to it, Mr. 
Chairman. I ask you to rule tne amendment out of order, sir. 


Mr. McClellan: I think it would be appropriate to hear 
an attempt to rebut the totally persuasive arguments made by the 
member tor Riverdale. So I would be pleased to yield my place to 
any of the proponents of the bully-boy motion-- 


Mr. Chairman: There will be no editorial comments. 


Mr. McClellan: Are there no editorial comments? Tnat is 
an interesting-- 


Mr. cChairman: | Wec’shall “go to\°Mg. ‘MacOuarrie, them “back 
to Mr. McClellan. 


Mr. MacQuarrie: I listened with great interest to Mr. 
Renwick's arguments. He made a strong case for the worst appearing 
the better reason. I would submit the motion is in order. 


I have had limited exposure to the committee, sitting on it 
yesterday atternoon and this atternoon. From wnat I nave gathered, 
this committee, instead of oiling the smooth-functioning macninery 
of government that Mr. Renwick referred to, nas turned into a 
rather a chaotic sort of situation. Today, for instance, most of 
tne day was spent dealing with a simple detinition clause. 
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We see, in the order trom the House-- 


Mrs or Cookess iMr oo'Chaigman, I ‘might point), out. that tne 
member is not speaking to the point of order. He is speaking to 
the motion. we will get to the motion if you rule it in order. 


Mr. Chairman: Yes, please restrict yourself to the point 
of order oreMr. Cooke. 


Mr.  MacQuarrpies), «Both» sreter > to, normals = clauses, by clause 
consideration as ordered by the House. From what I gatner and from 
what I nave observed, thiS consideration can by no means be 
considered normal. 


Mr. Mackenzie: You're the expert. 


Mr. MacQuarrie: It has proceeded to the extent where 
there nas been, to my mind, an abuse of process and abuse or the 
rules of the House. Circumstances have arisen over the past montn 
whicn nave rendered it expedient to deal with tnis motion at tnis 
time, in the interest of getting tnis legislation betore the 
House. I think circumstances demand it and warrant it. Tne motion 
is clearly in order and I would submit that it should stand, Mr. 
Chairman. 


Mr. McClellan: With respect, the government's detence 
ignores the arguments made by my colleague, tne member tor 
Riverdale. I don't want nim to repeat them, put let me stress 
three points. 


First, One OC CODEr 7 i 3. the House leaders came to an 
understanding with respect to the conduct of business. 


Mr. Chairman: Order, might I nave order in the audience, 
please. There are members along that bench who cannot hear the 
speaker. Carry on, Mr. McClellan. 


Mr. McClellan: .The. «first point’ .is ‘that .the ‘House leaders 
and the whips of all three parties came to an agreement on October 
L34 , fokinthe cordering,. io’ Baliseiyo.. Thaculwasmmen theloie-pomie. 
agreement. The rifth point of that agreement reads as follows: 
"Normal consideration ot clause by clause snall start Tuesday, 
November 2, following the same scnedule of sittings per week." 


Tnere nas been discussion aS to what iS meant py normal 
clause by clause. That is spelled out in the motion of the House, 
reads) by, Mr. .-Wellst ‘orn October. 29...) NOttad Clause py ca ause 
consideration of the bill starts on November 2, 1982." 


Here. is the’ operational definition of wnat. that means: 
"Sittings Tuesdays, wednesdays and Thursdays at the times set out 
above and that after clause by clause consideration 1S frinisned 
the bill will be reported to the Legislature." Normal clause by 
clause consideration means you Start at the peginning of tne bill 
and you work through until the bill is finished. That's what tne 
Order ot the House says. 


20 


wnetner the government agrees to the amount of time clause 
by clause is taking is absolutely irrelevant. Tne government has 
no rignt to muzzle members of the Legislature with respect to 
clause by clause consideration. As my colleague has pointed out, 
both Beaucnesne and May talk about a consideration not just clause 
by clause, but word by word. Tnat's tne practice around here. 


Tne Family Law Retorm Act took a number ot years to 
complete. I'm not exaggerating. It was very dirficult and complex 
legislation.) ,It tooki.a -number of years ot clause by clause 
consideration in committee and in committee of the wnole House to 
complete tnat legislation. 


Tne Landlord and Tenant Act took eight or nine montns of 
clause by clause consideration and word by word consideration 
before it was completed. I can go on. The Cnild Welfare Act took 
Many months of word by word consideration. The Mental Health Act 
took many months. These are pills tnat I've nad the opportunity to 
work on Since I was elected in 1975. 


This is the first time we have been presented with the kind 
of desired ultimatum from the government that is now nakedly in 
front of us. When the bill was introduced by press conference last 
September, there was an indication to us that the government would 
like the bill completed at second reading stage in about two days. 
There waS no mention of public hearings. There was some discussion 
of clause by clause in committee ot the whole House ana passage 
within a matter of days, from second reading througn clause by 
clause to tnird reading and proclamation, lickety-split. 


That's not the way things are done around here. That's not 
the way a legislative assembly or a parliament deals witn 
legislation. The government is the author of itsS own misfortune 
witn respect to the procedural delays that have been alluded to by 
virtue of its refusal to permit expert witnesses from the various 
Ministries to appear in front ot the committee and describe the 
impact of this bill on their own programs and on the statutes 
which they are responsible to administer and enforce. 


Finally, on the point that the bill is quite simply out of 
Order: Mr. Chairman, you nave reterred on dozens of occasions to 
this committee's mandatory instructions. You have made dozens ot 
rulings in which you have cited as your autnority the mandatory 
instructions of the House from which you are not permitted to 
deviate. You even got very angry at us a few times when you relt 
we were trying to violate those mandatory instructions. 


Tne mandatory instructions are crystal clear: "Tne committee 
will sit at the times set out above and after clause by clause 
Consideration is finished, the bill will be reported to the 
Legislature." we haven't finisned tne clause by clause 
consideration and we can't report the bill to tne Legislature 
until we have finished the clause by clause. 


Mr. Jones: How many weekS did we spend calling tor 
various ministers to come before the committee before we would get 
On with clause by clause? 
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Mr. Chairman: Order, Mr. Jones. 
Interjections. 


Mr. -Chatrman:- Mr. “dones,e you ' re’ “out-"ob tiordersr irs AeCodks, 
please. Mr. McClellan has the floor. 


Mr. McClellan: I dealt with tnat. If the government 
hadn't’ tried to ‘stonewall with respect ‘to -the=- 


MY. .0.- Me. CONNnSONs "Cone, SOLE * lee Wie Cie. Nellie dhe mama 
doing now? 


Mr.) Chairman: Out of order. 


Mr... micCléellan:. .L- am Speaking On a (pOint Of Order, SSiry eos 
believe I nave the floor. 


Mr. Chairman: *iYes,! yout do;) thatts (correct. Ast 1 = sata, 
please disregard the interjections. 


Mr. McClellan: As I said, I nad already dealt with tnat. 
Tf you fh hadn't. “stonewalled, (Mr. Jones, “with | respece rs ca ~ the 
presentation of expert witnesses, wnich is the normal procedure on 
clause by clause, you wouldn't have had the procedural hnassles 
that lasted for sucn a long time. You are the autnor of your own 
misfortune of that by virtue of your bully-boy tactics. 


Mr. Jones: You're avoiding the preceaents of this House. 
In all the bills you just mentioned and-- 


Mr. ='Chairman: “Mr.” Jones, ~*f’ FR Ver you "90 © back @one atic 
List, 2ffVou wisn. 


Interjection. 
Mr. Chairman: Mr. Gillies, you're also out or order. 


Mr. McClellan: Wnat an excitable parliamentary 
assistant. I'll conclude. I don't know how you can get around the 
reality that the House has given the mandatory instruction to this 
committee to finish the clause by clause consideration betore it 
reports’ ‘the bills back stor the Legislaturemseine rtinast part (oLmtcnc 
agreement of the tnree House-- 


Mr. Jones: What did you do with the four weeks? 
Mr. Chairman: Order, Mr. Jones. 


Mr. McClellan: with tnose four weeKs, we tried to 
persuade the government to adhere to the normal practices ~oOr 
clause by clause consideration and bring before the committee 
those expert witnesses wno could testify as to the impact or this 
state on their own programs and on the other statutes of Ontario 
wnich they have responsibility to administer. Tnat is principally 
the Minister ot Labour, whose POLE t= NnOtin VEO say his 
responsibilities under the Labour Relations Act--is, in our view, 
seriously compromised. The government has so little confidence in 
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the Minister of Labour, who it regards as so incompetent, that it 
is-- 


Mrs WJones:(:Trat's) notsersoe There, you go:ragain. You're off 
the point. 


Mr. McClellan: --unwilling to permit nim to come before 
us. 


Mr. Cnairman: Mr. Jones, coula we please nave order. Mr. 
McClellan, please restrict yourself to the point of order at nand 
Bacset CoOrtn by Mr. Cooke. 


Mr. McClellan: I'm trying to. 
Mr. Chairman: Yes, you're straying pretty far. Carry on. 
4:20 p.m. 


Mr. McClellan: I could have finished about 10 minutes 
ago if the parliamentary assistant would allow me to conclude my 
remarks. 


You are going to have to do a fairly fancy act of juggling, 
Mr. Chairman, if you accept this motion in view of the many 
rulings you have already made witn respect to the mandatory 
instructions of the House to this committee. In our view, there is 
no way a standing committee can overturn its basic terms ot 
reference, which are to start and complete and finisn the clause 
by clause consideration of this bill. 


How we order our business iS up to us, but we cannot alter 
Our terms ot reference. If the government is determined to torpedo 
the work of this committee--as it apparently is--they are going to 
have to move a motion in tne House which will repeal the motion ot 
October 19 and set out new terms or reference for this committee. 
This committee doesn't nave the authority to self-destruct, no 
matter how self-destructive the parliamentary assistant may teel 
this afternoon. You don't have any autnority to accept his inotion. 


Mr. Wrye: Mr. Cnairman, I have nad a chance now to look 
at some or the references the parliamentary assistant has mage in 
introducing this motion and I nave nad a good chance to look at 
Mr. Wells' motion whicn sent tnis matter to committee in the first 
place. 


My colleagues and I are most concerned about ensuring that 
the proper rules of the House are followed and that’ the 
parliamentary assistant does not attempt to orfer tnis committee a 
motion which is out of order. Speaking to Mr. Cooke's point of 
Order, it is my judgement and that or my colleagues that tnis 
motion is not in order. 


I would like to make three points. I will start where my 
friend, the member for Bellwoods left off, on the mandatory 
instructions of the House. I can find notning in those mandatory 
instructions which would allow tnis committee--wnich I will grant 
you, can order it's own business--to terminate clause-by-clause 
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consideration as part of its business. It might be something the 
parliamentary assistant mignt wish or tnat individual members 
mignt wish woulda happen, but it is not within the order that was 
given to us wnen we were first given this bill to consider. 


My friend the parliamentary assistant has brougnt up what 
have we done for tne last tour weeks. I understand wnat he 1s 
saying, but} with respect” toethis motion; nrc vis reagiyenelther here 
nor there. This committee has been moving forward with all 
deliberate speed, as it were, in its consideration of Bill 179 
through clause by clause and through procedural motions offerea py 
various parties which preceded the beginning otf clause by clause. 


Tt, finds sand. Pwwouldiwask) you to find, Mr Chai rinan chee 
under the terms of the mandatory instructions, you would have no 
choice but to rule the motion out of order. 


I would also like to make two other references. The first is 
the method by which, under Erskine May, the parliamentary 
assistant has introduced this motion. I would like to quote from 
pages 626 and 627. He has suggested, "On the other hand, 
circumstances have arisen which, in the opinion of the member in 
charge of the bill, have rendered it inexpedient to proceed 
further with consideration of the bill, and on these occasions 
that member has been permitted to move, ‘that the committee do not 
proceed; further with...the bili.'" 


That is the motion you have before you to consider whether 
it Is In "orders "To help ‘you,’ Mr. Chairman,-"and™ Looking nur chermeract 
Erskine May, on pages 626 and 627, he says: "The circumstances in 
which such motions have been moved have varied considerably but 
their general nature may be indicated by a tew examples. 


"Such motions have been made when there seemed no prospect 
of the bill being reported to the House in sufficient time to 
allow it to be considered by the House; when the government had 
declined to move a resolution in the House sanctioning the charge 
on™’ the" “public “or on*® public’ funds™ proposed “in an -unortriclas 
member's bill; when the government had indicated tnat it woula 
take action, whether by legislation or otherwise, in connection 
with the subject matter with which an unofficial member's bill 
proposed to deal; when the committee had disagreed to the affected 
provisions in the bill, or had amended the bill in such a way that 
the member in charge was not willing to proceed." 


There -seems;.to be a,general direction that tradition has 
allowed the committee's consideration of bills to be halted, but 
thére’ »is “nor suggestion: that -themconsideration OL tne pit tan 
clause by clause should be halted because things were moving along 
too slowly. The only one that even comes close to following 
tradition is that tnere seemed no prospect ot the bill being 
reported) "to, thet” House: ine tsutlicients tage meol allows erm oLe pe 
considered by the House. 


That is not so in tnis case. Tnere is no timetable that I 
Know of that says we have to be out of here by December 15 or 
December 22 or January 515° or January 31, °1983- -So,it Yseems to ome 


you cannot rule that that one very tenuous example should be 
followed. 
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There nave been a number of examples given, and I do not see 
any that would allow you to rule tne motion in order, as has been 
suggested by my friend the parliamentary assistant. 


Finally, I would refer you to page 627 where it says, "It 
has been ruled by Mr. Speaker that such a motion can normally be 
moved only by the member in charge of the bill." I would argue 
that tne member in cnarge of the bill is the Treasurer of Ontario, 
not tne parliamentary assistant to the Treasurer, although he nas 
Sat in his place on a number of occasions. 


Even if you were to rule the motion in order for all other 
reasons, this motion would be out ot order because it has not been 
put by the member in charge of tne bill, who is the Treasurer ot 
Ontario. 


Mr. Cooke: I was going to make the point the member for 
Windsor-Sandwich just made on the quotes that Mr. Jones has used 
from Erskine May. If he can say which of these circumstances apply 
to this situation--It may be that the Conservative members of this 
committee and of the Legislature have vacations planned down south 
for January. We in this party are prepared to meet in January and 
come back and consider the bill, which is supposed to be a bill 
that responds to the most important and most serious economic 
crisis this province has faced since the 1930s. 


If you feel your winter vacations are so important that you 
are not prepared to come back in January, then put that on tne 
line. We in this party are prepared to come back and have this 
bill debated on third reading in January or February, whenever it 
is reported by this committee. Do not play silly games. Why don't 
you put it on the line that your winter vacations are more 
important than the parliamentary process? That's the bottom line. 


Mr. Conway: Thank you, Mr. Chairman. I would like to 
briefly indicate a couple of concerns I have. I have only sat in 
on this committee on three or perhaps four occasions and on only 
two occasions was it for any lengtn of time. One of those was last 
night. I made no secret to a lot of people around nere that I felt 
embarrassed by what I witnessed here last night. I don't think 
Parliament was particularly well served last nignt by what I saw. 
I am talking more now as a private member. I feel this committee 
faces a very serious and immediate challenge in terms of how it is 
going to order its business. 


I listened--as I try always to do--with particular care to 
the member for Riverdale (Mr. Renwick) whom I round to be learned 
in the ways of Parliament and its procedure. I want to say to the 
member tor Mississauga North (Mr. Jones), who has moved the 
motion--and we are dealing now with the orderliness of it--that I 
don't believe we have heard--correct me if I am wrong--any kind of 
official advice from the clerk in the committee. 


I have had the opportunity to discuss it with a number of 
the clerks, most of whom--off the top of their neaas, as it 
were--tell me tnis is a very precedent-setting motion. They can't 
recall a time when this sort of a motion was proceeded with in the 
Ontario Legislature. 


Tnat gives me some considerable pause. Ir we, in tnis 
instance, rewrite the rules in a critical area by virtue of 
precedent, then I, aS a reasonably cautious inaividual, want to 
think carefully -abodt-‘what the*#implications nNitgne be. yal Oscmink 
Parliament has not been especially well-served and there is going 
to have to be a resolution of some of tne dirficuity wnich I have 
seen ain. "this: "room I don't want anyone to be under any 
misunderstanding of where I come from on that particular point. 


I just want ‘to “indicate my’ own interest ini<as 5 clear’ oa 
direction as I can get from the Office of the Clerk of the House 
On what our traditions have been. We have had the motion for about 
an hour and many of us scurried around trying to lay our hands on 
precedents or past incidents which might be some guide to us in 
this case. 


I heard the member for Riverdale indicate very wisely in his 
remarks to the member for Mississauga North--and unlike the member 
for Riverdale, the member for Mississauga North and I came only in 
1975, so I don't have any remembrance of what the old days were 
like around here--that the framework that has been established for 
dealing with timetabling of committee business would be the 
preferred resolution to these kinds of difficulties. 


In the past seven years and some months we have had a 
reasonably successful means of adjudicating the competing 
ambitions otf various members and parties for the committee 
business and the committee time. I would like to tnink we could 
rely upon tnat framework to resolve the sort of problems that have 
bedevilled this particular committee's work in recent weeks. 


Having said that, I want to indicate that before the vote is 
called on this point of order, I would like very much to hear from 
the clerk--as fully and as completely as he can advise--on the 
precedents, if any exist, within the Ontario parliamentary 
tradition for this kind of a motion. If we cannot easily get that 
this afternoon, given the importance of tne issue, I would like to 


see the vote on the orderliness of the motion stayed until we get 
Lis 


Mr. (Chatemansy< 1") don “tetthink it gusacappropri ate: corenave 
the clerk address the committee directly. If you wish, I could 
address “that” atiithis ypoint? orl tleave titoiintcwld Fam ruling or ene 
point of order. What is the choice? Later? Thank you. 


Mr ..mik.GYoms, WonristonsnsThanktiyou orMreliGhairman. baliiesd pointe 
of order that was raised by the member tor Windsor-Riverside (Mr. 
Cooke) has been sort of expanded to other reasons why you might 
consider this out of order. I would like to be able to speak to 
them as well in terms of the time tactor and the motion, etc. 


I would mostly like to deal witn this whole guestion of what 
your precedent snould be in terms of making your decision; whether 
Or not they should be Erskine May, or whether or not they should 
be the traditions ot this House which have been fairly clearly set 
down. I would suggest and argue that it should first be the 
traditions of how this Legislature has operated, but if you are 
going to use another reference, Beauchesne would be the most 
appropriate reference to move to. 
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Mr. T. .P. Reid: The standing orders provide that it be 
the straditions,of this. House..first. 


Mesurkan ~ Rorrvohnstonss-,Exactly. -One of the tthings i -would 
like to raise is this wnole matter of the normal clause ot clause 
and the whole question of the mandatory instructions wnicn we 
received by agreement of the House leaders after long negotiations 
and fairly tough battles between the various parties in terms ot 
how we would proceed with this bill after second reading. One of 
the items that has been used, I gather, in the view of the 
parliamentary assistant, is that we have somehow not been 
following normal clause by clause. 


I would not repeat, but just echo, that the statements by 
the member for Bellwoods (Mr. McClellan) were rignt on. If you 
look at how we have worked in committees in the past, in terms of 
the time that has been taken to review important legislation, I 
would argue that this is as important a piece of legislation as we 
have ever seen. 


I would like to suggest that if the points or order that 
were raised by this party were not in order, were not part of the 
normal process, then they should have been challenged. If they 
were challenged, they should have been ruled out of order. Since 
they were not ruled out of order in terms of their appropriateness 
before this committee, I would suggest that all of them were part 
of the normal clause-by-clause deliberations. We all accepted that 
Or the chairman would have ruled them out of order. 


Therefore, there is nothing in what we have done up to this 
point in trying to get ministers before us that was out of order 
in terms of the mandatory instructions that we were given by the 
House. 


Mr. Jones: Are you Saying, Mr. Johnston, that-- 


Mr. Chairman: tT <a =sorry;, “Mr.- Jones; “you “are. , ourcnnof 
Order. If you wish to go on the end betore Mr. J. M. JoOnnson, tnat 
is tine, and Mr. MacQuarrie also. Mr. Johnston, please continue. 


Bits shine, JOHNRStON? “TBhank® vou;. (Nr. bithairnan. Ppiwidll, -not 
respond to that. I think I have made the point, that if what we 
did was out of order and not part of the normal business, then it 
should have been ruled as such before now and not by this kind of 
extraordinary action that has been taken. 


I would also suggest, as has been suggested before, that the 
Mandatory instructions were set. We are all constrained by tnem 
from all our different points of view and we snould work within 
them. The traditions of this House say very strongly tnat those 
agreements that are made are to be followed because they are a 
process of long deliberation. The member for Riverdale said you 
shouldn't just look at the instruction itself but at the process 
that was gone into to arrive at that kind of consensus between 
parties coming at this bill from very different points of view. 
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Wnat we have now, if I may be so bold to suggest, is a 
Majority government that doesn't like tne rules that nave been 
establisned at the moment, so it has decided to change the rules 
by going back to what is a really sloppy kind of a ruling by May 
which “has nothitig “to. doewillth »our ?straditions The member nas 
already admitted that. 


There is not one precedent to show that this has ever been 
done before in our House. In my view, it is not even appropriate 
to suggest that our committee work in the same way as the 
committees of Westminster. I would really like to see it shown how 
this could be a direct parallel and why it snould be used in any 
way. I don't think that has now been shown. 


You are changing the rules because we nappen to be following 
them and fighting our side of the battle much better than you have 
been able to manage. I suggest it is extremely dangerous for you 
to ask the chairman to rule that he should change the rules in 
midstream just because you're being a little frustrated by our 
frm opposition towthisybr2il. 


4:40 p.m. 


The other thing that I would like some clarification on--two 
things, Mr. Chairman--just who is the member in charge otf the 
bid? ut would “like” (some (kind Of “a. rulingsstrom “youmeon etihacesre. 
seems to me that generally one would presume that the member who 
is responsible is the one wnose name Stands on tne pbili-- 


Mr. T. P. Reid: And the one who's present. 


Mrs oR. SF. ‘Jonnston: “=-and ‘whoo has’ *been “present, 9 well, 
from time to time-- 


Mr. T. Pi. Reid: Well, most of 'the time: 


MraroRon Fk. dohnston: rlorwibbe justihdraweitoa younUlattentaon,; 
Mr. Chairman-- 


Mr. T. P. Reid: And who gets the salary. 


Mr.  Reourk.) Johnstons) *==Biild P79)" Ane Actm respect Ingmntne 
Restraint of Compensation in the Public Sector of Ontario and the 
Monitoring of Inflationary Conditions in the Economy of the 
Province is under the name of the Honourable Frank S. Miller, not 
under the name of the undersecretary for restraint. 


HOns .F.i 15 so Miller}. Butieihe. has wtie -ergit tos actu Olgmy, 
behalf. 


Mr. Re. fe sonnston: bVd Tike™ qa "clarmicactron "on  ciau pee 
some point as *to;whether or “not he chas*theYright “to” act “at” this 
time. I understand you mignt decide to rule that way. 


The other point I would like to make, because it has been 
raised before, 1s this whole question of what can be seen as 
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grounds tor tnis kind of referral, even using Erskine May, wnich I 
would suygest to you you should not use. But even suggesting that 
you use it, it is very clear that tne only grounas in wnicn tnis 
can be moved by the member in charge of the bill is when there is 
no prospect of the bill being reported to tne House in sufficient 
time to allow it to be considered by the House. 


I would just ask the chairman to rule this out of order even 
on that basis, as has been said by the member for Windsor-Sandwich 
(Mr. Wrye), and tnat is that there are no constraints on us as to 
when this can come betore the House. There are no constraints on 
us aS to how long we would like to sit. That's up to the House to 
decide. 


If this bill is important enough for us to go into the Kind 
or detail I believe we should be going into on it, and having the 
Kind of ideological battle needs to pe tought over tnis, then by 
God we should be willing to sit into January. We have statea that 
we are willing to sit into January or as long as it takes to 
debate this bill through. There is no excuse for this kind of 
premature closure whicn is being moved today. We are under no 
constraints at all to be out of here by Christmas or by December 
22 or whatever. 


The House has the right to sit whenever it chooses. The 
Houses 16 inder no. constraint about this= bill. because.‘it is 
backdated. You can put it into eftfect. Tne time is already causing 
further inequities--we know that--but the inequities in this bill 
are larger than tnose that are being increased pernaps by tne 
continuation ‘Of this’ bill. It could be argued that we are buying 
some time for some people who otherwise wouldn't nave some time 
bought for them. There's no constraint on that and therefore it's 
totally out of order. 


Mr. Jones: Getting on with amendments to the act, making 
the bill better and the type of work-- 


Mr. Chairman: Mr. Jones, please. You are out of order. 


Mr... Rvsfscasohnston:. Mr. Chairman, because of that kind 
of interjection, you are being instructed by the parliamentary 
assistant that our amendments have not been appropriate 
amendments. well, they have all been accepted. 


Mr. Jones: Even the Liberals-- 


Mr. Chairman: Mr. Jones, will you give Mr. Jonnston the 
floor? 


Mr. R. F. Jomnston: They have all been found in order. 
Therefore, it is his judgement as a partisan here that they are 
not appropriate. It is our judgement as partisans tnat tney are 
appropriate. You have ruled them in order and tnerefore they are 
in order. It is not up to him to tell us that our amendments are 
not going to be as useful as the minister's amendments to an 
already bad bill. 


29 


We have time to go back into the House after we've debated 
this in committee. I would suggest to you that the traaitions of 
this House say tnat you nave to rule, Mr. Chairman, that this will 
be considered fully in’ this “committee “and not sé€nc~ back 
prematurely like this by an arrogant majority government. 


Mr. Cnairman: Tnank you, Mr. Johnston. 


Mr. U0: M. onnson: “I> would’ Tike sto gusty maken arrcouplewor 
comments, specifically to tne other Johnston ana tne member for 
Bellwoods (Mr. McClellan). I would simply say that delay is tne 
deadliest form of denial and that is exactly wnat we are tracing 
here. The NDP is denying us the right to proceed with the bill and 
the Liberals are cnipping right in and supporting it just as much. 


Mr. Cooke: Speak on the point of order. 


Mr. J. M. Johnson: On the public hearings we spent 33 
hours, and that's fair enough; on the procedural motions, 31 to 33 
hours, and that is inexcusable; clause by clause, 14 hours, and we 
are now on clause 1(c) and we haven't even finished it. At this 
rate we snould be finished as, Mr. Johnston, says by January, but 
he didn't say what year. 


Mr. RR... ha Wobnston:wWe'te wiltlingsto Usitipiincil Giwetre 
finished. 


Mrs) J.sMey VORNSON wi Untiloesk$S5=86>5 crt Pidocesn tea matter. co 
you. You people don't want the bill and you are using delay tor 
that reason. 


Mr. Mackenzie: You are tinally getting the message. 
Mr. Chairman: Carry on. Mr. Jonnson. 


Mr. oJ. 0M, JUOnNnNSON: The ~ probleme is. Chey =. cry Cee 
rational and explain that we should use the rules that they like, 
and that is only reasonable. But when we invoke a rule they do not 
like, then that is a problem. I would like to Suggest that 1f 
they would show some type of progress on the bill, if they would 
indicate at all that they were prepared to accept clause by clause 
debate in the sense that it was meant to be-- 


The member for Bellwoods mentioned a couple of acts, the 
Family Law Reform Act, and the standing commmittee on general 
government that just finished. the Planning Act. They did take a 
year and a halt or two years, and that is guite reasonable. But 
surely when we were called into this House in September to deal 
with an emergency issue, tnat does not mean that we should let it 
go for another year before we deal with it because the Liberals do 
not Know which way to go and tne NDP are set in their pnilosophy 
that they are not going to allow it to proceed. 


Mr. Chairman: Order. I wonder if Mr. Johnson might keep 
from being provocative. 


Mr. ls M. Jonnson: Is that being provocative? i 
certainly did not mean to be. 
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I would simply say that because they leave no other choice 
ity. that they have refused to allow us to deal with clause by 
clause 1 any meaningful way, we have no alternative but to support 
the motion presented by the parliamentary assistant. 


Interjection. 
Mr. Chairman: Tnank you, Mr. Jonnson. 
Mr. Cooke: Point of order. That .is not on the motion. 


Mr. Chairman: Tnere peing no turtner speakers, I will 
deal with Mr. Cooke's point of order. 


He stated that tne motion was not in order and reterred to 
Mandatory instructions, quoting them, and said that therefore the 
motion could not be put until the clause by clause was totally 
finished. Tnen Mr. Renwick referred to clause by clause and word 
by word. 


i wally deat with that only. First. may 95. refer to the” fact 
that Mr. Renwick and Mr. Richard Jonnston made reference to 
Erskine May at page 506 and Beauchesne at page 230. I might point 
out that Beauchesne simply follows May and that is simply one 
reterence rather than two. 


I guess I will not deal with the matter or the parliamentary 
assistant unless Mr. Cooke wishes me to. Otner people brought that 
up. Tnat was not specifically in his motion. Am I correct? 


Mr. Cooke: I think we went on to a number of points of 
Order. 

Mr. Chairman: No, we have one point or order. would you 
like me to finish up the whole works? 


Mr. Cooke: I think that would be appropriate. 


Mr. Chairman: Shall I make one ruling on the whole 
works, on everyone's comments? 


Interjections: Yes. 


Mr. R. F. Johnston: Just to speed things up. 


Mr. Chairman: Thank you. May I have a little time to 
follow my writing? I was making notes as you referred to tnem. 


Mr. Jones is the parliamentary assistant to the Treasurer. 
The Treasurer was present and did now opject wnen tne 
parliamentary assistant moved the motion. 


There is also tne reterence to May, at page 627. As you can 
see, it has been ruled by Mr. Speaker that such a motion can be 
moved only by the member in charge of tne bill. Other members 
have, however, been permitted in particular circumstances to make 
such a motion. Therefore, so far as tnat is concerned, I rule that 
the parliamentary assistant's moving the motion is in order. 
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On tne next one: I will not comment upon the realities of 
the Legislative Assembly as directed by Mr. Renwick to the 
Treasurer and tne Treasurer's "technical arrogance" because tnat 
is not within tne purview of tne chair and it is a comment only. 


Fourth, I will refer to the comments of Mr. Renwick and 
several people over there, including Mr. McClellan, aS tO tne 
mandatory instructions. Yes, I have said consistently we are under 
those. Tnat is totally agreed. 


Mrs MoClreivany rinrant Sonny, gust "Lory cldritieseton~ ace 
you then Saying cthat»,the motronirrs: obt of sorder wiby. virtue corte= 


Mr. Chairman: No, I. am* saying» we are “under mandatory 
instructions. I could nardly reverse my view at this point. 


Fifth, in the mandatory instructions that were referred to 
this committee by the House, if you will refer to them, it says at 
the end, "After clause-by-clause consideration is finisned, the 
bill will be reported to the Legislature." Note that is after the 
clause-by-clause consideration is finished. 


4:50) pe ms 


I believe that "rinished" does not mean that every clause is 
dealt with individually. To take that to its logical conclusion 
would mean that every bill could be stuck in committee through a 
whole session. Many motions could be stuck here. 


Interjections. 


Mr. Chairman: Gentlemen, I was quiet when you~ spoke. 
Please let me have a chance. 


If you said tnat every word nas to be quoted, this woula 
make the references in May meaningless. Those examples that Mr. 
Wrye reterred to at pages 626 and 627 would be meaningless. Tnose 
are examples of where it is moved back before it is “finished." 
Theretore, it is just common sense. I am naving trouble with my 
writing. Common sense says that "finished" is when the majority of 
this committee says it is finisned. 


Let us refer to Ontario authorities. Mr. Conway asked about 
that and several other people said there was none. While it is not 
on all fours with the case at nand, it certainly is persuasive, 
and I nave a close parallel and an analogy. These are in the 
journals. 


On Friday, November 21, LOGS, thegelithe dayulotlernar 
sesSion--it was a select committee, which makes it sligntly 
different, it was also moved back to the committee of the whole 
House. At this point we do not know, I cannot anticipate, and it 
is improper to do so, whether this will be moved back for third 
reading or to the committee of the whole House. Those are two 
slight; datterences,; land that is "why I “say tit “rs "not™on abr. fours 
but it certainly is an analogy to this point. 
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i Bhalbinread ity otrom) page.48:" "Mr. williams,--ftrom- the 
select committee appointed to consider Bills 20 and 26--" 


Mr. T. P. Reid: Oh God, that is the worst reference you 
could find. 


Mr. Cnairman: "--presented the committee's report, which 
was read as follows and adopted. 


Mr. McClellan: If you nave contidence in Mr. Williams-- 


Mr. Chairman: "Your committee recommends that, tor tne 
purpose of clause-by-clause consideration ot the bills reterred to 
teycetheecsaid.t bells: ~be:yireported back .to the” House for’ such 
consideration in committee of tne whole House." 


That is the closest authority in the Ontario House. 


Seven, someone reterred to this, and I think Mr. Renwick 
also said that Erskine May's work snould not be referred to, but 
that we should be taking Canadian authorities. Someone said the 
British authorities should not be referred to. Mr. Renwick did 
refer to the standing orders, near the front, where it states that 
where something iS not covered in the standing orders, precedents 
enall= ibeja referred; to and, “as- in’ law, ‘you go to the best and 
closest authority you can. 


Tne last point I nave is tnat there waS tne agreement. Tne 
three House leaders sought an agreement. That was later replaced 
by tne mandatory instructions witn which we are faced and under 
which we are sitting today. we have been reminded several times, 
even numerous times, by the House leaders that wnen this committee 
tried to go to them for suggestions as to procedures, it was 
alwayS put back to this committee to arrange itS own business 
within the mandatory instructions. Theretore, it is quite clear 
that agreement between the House leaders is not in any way binding 
upon this committee. 


Interjections. 

Mr. Chairman: The mandatory instructions are wnat this 
committee iS operating under. Therefore, I am finding that the 
parliamentary assistant's motion is in order. 

I am also reminded that it is not really-- 

Mr. T. P. Reid: Tne rubber man wins again. 

Mr. Cnairman: --necessary for me to rule things in 
Order, only to rule them out otf order. But tecnnically, because 


people like explanations around here, I have therefore given it. 


Mr. rs P. Reid: te Know that iS against tne Tory 
Philosopny, but we do like it. 


Mr. Cookeer, (Mr. Chairman, it you nave completed you 
ruling we will challenge your ruling. 
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Mr. Chairman: Yes. Thank you. Do you wish to cnallenge 
it now, at tnis moment? Are all members present? 

Mr. R. F. Johnston: Did you want to wait a few minutes? 

Interjections. 

Mr. Chairman: All members are not present? 

Interjections. 

Mr. Chairman: Do you wish to put tne question now? 

Interjections. 


Mr. Chairman: Mr. is M. Jonnson has asked, under 
standing order 89(c), for 20 minutes to gather the members. 


Interjections. 

Mr. Chairman: Order. 

We will reconvene at 5:16 p.m. Thank you. 

The committee recessed at 4:56 p.m. 
5 dia Demis 

Mr. Chairman: Gentlemen, order. we are voting upon the 
Challenge to the chairman's ruling. Will you answer the clerk as 


he calls your name, please? 


The committee divided on the chairman's ruling, which was 
Sustained on the following vote: 


Ayes 
Eves, Gillies, Gordon, J. M. Jonnson, Jones, MacQuarrie. 
Nays 

Cooke, Mackenzie, McGuigan, Ruston, Wrye. 

Ayes 63 mays 5; 

Mr. (Chairman: Mr. Jones; 2do: “vou wich tO carry one. wing 
your explanation of your ruling and speak to the debate on your 
ruling 2 

Mr .n. JONGS*4 s 1 ..did. “have (7a. chance 9cin| speaking. wt om ues, 
Cooke's point of order to touch briefly on some of the reasons wny 


I pete thi semotiion. 


we have attended through the committee deliberations with 
the representations that we have had from a cross-section oft 
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people affected and a lot of people commented. We found the 
debate, I think we would all agree, concentrating as we moved 
Supposedly through clause by clause to amendments that, I would 
nave to suggest to my tellow members or tne committee, really nad 
a lot of questionapdle merit towards improving tnis bill. 


As you Know, I believe the Liberal Party joined us in 
questioning whether the removal or "board" from this legislation, 
the removal of "minister" and the removal of "regulations" in the 
very interpretation of the bill at the very outset would add 
anytning. For anybody to say that is anything otner tnan silly, 
one would really have to be stretching a point. 


Peele Co aLUe Coy Cot banal. Only _CoCeugorize some OL * the 
procedures that we have experienced here in the committee as being 
Simply obstructionist and gamesmanshnip by nature. Tne New 
Democratic Party says to us that it is following witnin the rules, 
but to ignore a member stepping intentionally outside the doors in 
order to be able to call for another-- 


Mr. Re. oF. Johnston: Talk to Jack Johnson about that. 


Mr. Jones: Ours are never intentional. Tiaten Lan Let 
intentional. That is a matter ot members serving other duties and 
having other responsibilities within the House. I am talking about 
intentionally skipping out the door so that we can spend another 
20 minutes not on our job of getting on with and improving this 
bill, considering it clause by clause and taking amendments, put 
rather frittering away that time. 


The member tor Riverdale (Mr. Renwick) today was quite 
unlike his debate in earlier comment on the bill. He started to 
become a little personal in questioning whether people were in 
their chairs. I have to say that I have attended, except fora 
very small measure of the debate, in one capacity or another, on 
some occasions on behalf of the minister and on others as a member 
or the committee. 


I certainly teel strongly that we nave deteriorated into 
almost a bragging by the third party that "You haven't seen 
anything yet," indicating that we are simply going to see more 
delaying tactics rather than getting on with the job of bringing 
this legislation forward, doing our proper job of reviewing it 
Clause by clause and recognizing that it is an important part of 
this province's economic recovery program. 


We know that the government in these proposals has in mind 
very specific desires to avoia increases in taxes, a cutback in 
Services, a layoff of staff and the many other things we feel this 
bill is protecting against. Therefore, I simply remind all of us 
in the putting of this bill that it is not something we are doing 
lignty, aS one of the members indicated, but ratner moving tnis 
bill forward in the sense that we have made one more step to 
Beinging 4 itr, closer; to seeing, 1t-.come in) and pe* ‘part “oft” the 
economic recovery program that the province nas spoken to in the 
last budget and in job creation programs that the Treasurer has 
announced as recently as this week. I merely urge the members to 
jJOin with me so that we can get on in getting it back to tne House 
and one step further towards conclusion. 


he 


Mr. Chairmans” Might~ I mention” that. we are “carrying’ on 
from tne list of speakers as they were perhaps an nour or an hour 
and” a half ‘ago prior 0 “Mr. “COOKE"Ss “pount Of “order? "Mr. ives oo 
next. 


Mrs. Eves: I'll make my comments very priet. I am 
Supporting Mr. Jones's motion because I think that the New 
Democratic Party has made a mockery of these proceedings in the 
last five or five and a half weeks. 


Tnis matter was reterred to the committee on October 19. we 
agreed that we would have two weeks of public hearings, whicn we 
did. You may recall that on tne last evening of public nearings 
there were five or six other delegations that were to be heard. 
Tney were the ones tnat cried throughout the hearings that we 
needed to extend the time of the hearings beyond the two weeks 
that had been agreed upon. The proposal was submitted. It was 
agreed upon by the Liberal Party and the Conservative Party to 
hear the remaining delegations that were on the list for that day. 
It was one of their own members who recognized the clock at 6 p.m. 
and cut ott the debate, contrary to the wishes ot the Conservative 
and Liberal parties on that occasion. 


Since that, we went in to two and a half weeks of motions on 
procedural matters when we were supposed to be doing clause by 
clause. Tnat delayed the bill for another two and a half weeks. 
There has already been over 30 hours of debate in the House on 
first reading. 


Mr. Cooke: Second reading. 


Mr. Eves: Pardon me, second reading. YOU, --are ~ quite 
correct, Mr. Cooke. You are very good at correcting people. 


We have now been on one week of clause-by-clause debate. We 
are on clause l(c). The only reason we are at clause l(c) iS that 
government members have nad to introduce--in our Opinion, 
anyway--closure on at least two occaSions to get to the tnird 
clause in the bill. Pernaps we would still be doing clause l(a) if 
we chose not to invoke rule 36. 


Mr. R. F. Jonnston: Ridiculous clauses. 
Mr. Chairman: Mr. Johnston, please. 
Interjections. 


Mr. Chairman: 'Mr* Jones and Mr. Johnston, please. Mrs 
Eves has the tloor. 


Mr. Eves: In my humble opinion, the’ public: is not” being 
served and democracy 1s not being served by prolonging this 
charade any longer. 


Mr. Gordon: I have to say that this nas been a curious 
time warp that this committee has been exposed to and there has 
been..a, minority, tyranny. at. work. here. IT. think it is time that this 
bill went to the House where it can be debated. 
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Mr. Laughren: I believe there are a number of reasons 
why members of the committee should not support Mr. Jones' motion. 
One is that we do have an agreement that we will debate this 
clause by clause in the committee. Anotner reason is-~ the 
Significance of tne legislation. It is a very significant piece of 
legislation. Wnen the member for Parry Sound (Mr. Eves) claims 
that we are making a mockery of democracy by a prolonged debate, 
he might very well ask himself what it is that this legislation is 
making a mockery of itself. It is making a mockery of collective 
bargaining. It is making a mockery of contract law in the province 
of Ontario. You might be better served to ask yourself those 
questions. 


Mr. Eves: We might be better served by discussing it 
clause by clause with the bill. 


Mr. Chairman: Order, Mr. Eves. 


Mr. Laughren: I should remind the member for Parry Sound 
that his members have discussed the clause-by-clause motions as 
well. I should remind him that it is not just the New Democratic 
Party that iS opposing this motion to send the bill back to the 
House. The Liberal Party is opposing it as well. 


I won't dwell on the Liberal Party. Tney voted for it in 
first reading and second reading and will vote for it on third 
reading and will oppose everything in between, wnichn iS a very 
Strange *ibehaviour “for*\'a responsible political party in the 
province. But I won't dwell on that because I would be out of 
order. 


Mr. Ruston: It never bothered you before. 


Mra Gbaughrents%eL. would’ point out to the chairman that 
perhaps his colleagues on the Conservative side need to _ be 
reminded of the difference between a filibuster and a prolonged, 
impassioned debate. Do you really think--and I am serious about 
it--that we do not have an obligation to engage in a prolonged and 
fierce debate on this legislation? 


ooo Dem. 


I suspect the senior people in the cabinet who drafted the 
legislation knew exactly what they were doing and anticipated that 
they would have a very fierce debate frrom us. I've only been a 
member ll years, but during that time I have never seen us engage 
in a prolonged debate of this. nature. I nave never seen 
legislation that was, quite frankly, as vicious as this. 


The members of the Conservative Party caucus have been 
telling us that we're engaging in a filibuster. I think tne 
inflexibility of the majority on tnis committee has been something 
to behold in itself. Right from the beginning, it didn't matter 
who we wanted to bring before the committee, the Minister of 
Labour (Mr. Ramsay), for example. You stonewalled us all the way. 
There was absolutely no flexibility on your side at all. 


oF) 


Why do you think it is unreasonable or why do you think we 
are engaging in a filibuster if we request the Minister of Labour 
to appear before this committee and talk to us about tnis 
legislation? Why is there anything wrong with that? Explain that 
COLUS. 


Mr. Jones: You say you want to follow within the rules. 
There are all’ Kinds /of "precedaents-= 


Mr. Chairman: Mr. Jones, Mr. Laughren has the floor. 


Mr. Laughren: That is total and absolute nonsense. That 
is incorrect. 


Mr. Ruston: Send him outside for a conterence. 


Mr. Laughren: The member for Mississauga North doesn't 
seem to understand tnat we're dealing with legislation tnat makes 
a mockery of a lot of things which we feel very strongly about. We 
have an obligation to engage in prolonged debate on it and to 
attempt to make you see the wisdom of our ways. 


You say you teel very strongly apout this legislation, but 
every time we ask you for information, you refuse to give it to us. 


Mr. Jones: That's not so. 

Mr. Laughren: That is true. 

Mr. Jones: I myself last night-- 

Mr. Laughren: No, that's not true. 

Interjections. 

Mr. Chairman: Mr. Jones, order. 

Mr... Laughréen: ~Whén we) ask” (Co “seem the. = regquilacions, awa 
do you do?s You stonewall. us.” You) Say,\s NO, you. "Cannot psce arne 
regulations." When we aSk to have the Minister of Labour come 
before us, you say, “No, you cannot have the Minister of Labour 
come before the committee." Those are not unreasonable requests. 

Mr. Cooke: Wnat about Jack Biddell? 

Mr. Laughren: That's correct. We also asked to have the 


person ‘in Charge: of the “Inflation “Réstraint Beard ~betore the 
committee. 


You also engaged in your little games, uSing words in the 
bill that are, quite frankly, deceitful. For you to say that this 
is'“ an ‘Inflation “Restraint > ‘Board’ instead sor i#a-Hcompetisation 
restraint board is misleading to anybody who reads that bill. It's 
not “even. the title”of~the™ bill,” but “you *mirsname the” board*tnav's 
being established. 


Interjection. 
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ME « Laughren: Wait a minute now, let me finish. Tne 
Treasurer 1S the minister who is responsible for this bill, yet 
who iS tne minister when you get into tne bill? In the 
defrinitions, "'Minister' snall mean the Minister of Consumer and 
Commercial Relations." 


Mir. Jones: Now who is misleading? Tnat nas to do with 
parts III and IV and tnat's under a different section. 


Bis srbaugnren: NO, i'm talking “about” tne ~ very “rirst “part 
of the bill. You are trying to give the impression that price 
restraint iS important because the minister is named in the 
GeLinitions section: “You “and=<1I° ‘both’ “know iithat's< not ~*the 
Significant part of this bill. You know that and yet you refuse to 
acknowledge it. 


In conclusion, I would ask the members of the Conservative 
caucus to reconsider this closure motion. That's what it is. Tnere 
is much to be gained by engaging in a full and open debate in this 
committee. You may not be happy with the progress, but I've seen 
nothing that indicates that there is a panic in getting through 
this bill. It's retroactive. Wny won't you engage in a full and 
open debate with us on this committee? Why won't you let the 
people come before the committee so tnat we end up with a better 
informed public? 


Is that the problem? Is that what you're worried about? You 
don't want that to nappen? 


Mr. Jones: We've had the public. 


Mr. Laughren: No. We have not had the Ministers before 
us on the clause-by-clause debate. Tnat'S wnat we want and you 
will not give us that. I don't believe that is an unreasonable 
request. 


Mr. Mackenzie: Mr. Chairman, wnen I first saw this bill 
after it came into the House on September 21, I took the 
opportunity at the next meeting of our caucus to put on record 
that we hadn't seen a piece of legislation that was as mean, 
vindictive and dangerous as this particular bill in tne seven 
years I have been in tne House. If anybody wants to argue that 
we're doing everything under the sun to stop the pill, to allow 
people to realize just how dangerous this bill is, then I am more 
than willing to take some of the blame for it. 


This bill negates workers' hard-won rights. It removes tne 
right to strike. It removes the right to arbitration, wnicn was 
the saw-off for the right to strike for tens of thousands of 
government employees. It gives fantastic powers to one man in the 
Inflation Restraint Board who doesn't have to give a reason or any 
written judgement it tnere is an appeal of any kind. It's 
legislation ‘that I haven't seen the like of in my short seven 
years in this House. It's a bill that's dangerous to everything we 
stand for in the province. 
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I just wonder when we are going to reach an honest position. 
Something has got to cut througn all the gentlemanliness in this 
House and all the clubby atmosphere that has been here, because we 
are fighting a basic fignt over something. When do we reacn that 
position? As far as I am concerned and as far as any weight I have 
in my caucus, tnat position was reacned with tne introduction of 
this bill. It will go as long as we can make it go. 


We have worked within the rules. Does majority government 
and the right to govern mean you can use the rules, including 
closure, and decide how and wnen you're going to end this bill, 
but, .those in. opposition, . can'f£,, because | that. means . they are 
filibustering? I.don't think the argument holds water. 


We have seen further evidence of some of the arrogance. we 
have a Minister of Labour whno didn't nave the gutS or wasn't 
allowed--I am not sure which--to speak on the bill in the House or 
appear betore this committee. He has already cranked down the 
arbitration procedures in the public sector. There are some vital 
cases there, aS anypody wno is involved in them Knows. 


I had an uproar at the convention at the Ontario Federation 
of Labour yesterday. Tne hospital workers told us that right in 
the middle of negotiations at one hospital--and this memo is dated 
November 23--they were told the person they were negotiating 
against would be replaced because he had been reassigned to work 
for tne Inflation Restraint "Board. Tne more you look into it, the 
airtier the Dilligecs. 


That's what we're up against, and that's one ot the reasons 
we are fighting the damned bill. Wnen you see those kinds of 
actions, and when not one single minister that is going to have to 
Carry ther scan econ this, bill——Gapour, Education, Government 
Services--speaks on it in the House, you begin to wonder what in 
hell we're facing in Ontario. 


This is a dangerous piece ot legislation. Anybody that has 
any, concern »over« thes, ,fLundamental “rights sot eworkerce “ine wchis 
province should be as concerned as hell about this bill. I make no 
apologies for it. As long as I've got any ability in that House, 
T' Me. Going, to) ibe ofighting:.. thise bill. 4L' miidamnediy proudiuthate+ny 
colleagues in our caucus have decided to take that same position. 
The government had better understand it. 


I'm sure you're -going..tovget sit. through... YOUN? 6. igoing sto «do 
it by closure or whatever otner procedures you've got. But there 
are people in Ontario who are being hurt, who are going to know 
that. some..politicianssare, «Still wi llinge tou, Lomclaieosuem lice 
this in the House. I think it's absolutely essential and I do ask 
tne Tory members to come to their bloody senses. 


What are you going to gain by moving this into the House? 
It's not going to end there. Tnere is no common sense in what 
you're doing, apart from the dangers you are presenting us with in 
the legislation. It doesn't make sense. Please come to your 
senses. The ends don't justify the means, and that's what you're 
giving us right now with this motion. 


4U 
Mr. Wrye: Mr. Chairman, we have decided we will not 
Support this motion, and there are a number of reasons for that. 
Mr. Laughren: It doesn't go far enough. 
Mr. Wrye: I'll ignore the interjections which, as usual, 
Svelns0agpudge ly, s*puL,) bye the gmembers .of. the. third  party;... .whoe 
apparently-- 


Interjections. 


Mr. Chairman: Order. 


5240e p.m. 
iw. Wives O'--are Quite prepared . to. have! everybody “listen 


to them but never listen to anyone else. I suppose one of the 
things that bothers me most is that when we called the question on 
whether the chairman's ruling would be upheld, there were two Tory 
members who were away and who hadn't even heard the chairman's 
ruling, yet somehow miraculously managed to vote to uphold the 
chairman's ruling. It was a seven-point ruling, but these members 
somehow managed to know what the chairman had said. Perhaps they 
have a speaker from this committee up into their offices. 


As a member of this committee, I have been here virtually 
all the time from day one. One of the most important processes 
this committee went through was two weeks of public hearings, 
during which ordinary members of the public, leaders of the trade 
union movement, business leaders and others came before us to 
argue for or against the bill, to suggest its withdrawal, to 
Suggest amendments, to show us ways that it might be improved, and 
in many cases to suggest to us it couldn't be improved. 


I and a number of colleagues from all three parties sat and 
listened patiently for two weeks. It seems to me that's the very 
reason wny this committee snould continue to deal with this bill. 
Over the two weeks I think--I hnope--those or us wno sat on this 
committee got something of a sensitivity. I don't think for one 
minute that I'm going to agree with Mr. Mackenzie on his basic 
belief that the bill should be withdrawn. However, I do think 
there may be at some point, as clause by clause goes forward, 
perhaps-- 


Interjection. 
Mr. Chairman: Order. 


My. wrye: --a sensitivity between Mr. Mackenzie and 
myself and between perhaps even other Conservative members tnat 
when certain amendments are put by my party, by the New Democratic 
Party or by the Conservatives they might be supportable. 


As you know, Mr. Chairman, we did not support the first two 
amendments the NDP put forward. We were not prepared to Support 
their third amendment, but we had one of our own whicn I think a 


41 


number of tne NDP members spoke to. Tnat was that the regulations 
should be brought before us while we were considering 
clause-by-clause consideration. Unfortunately, we never got that 
amendment on the tloor because tne government movea tnrough the 
use of closure. That is why we opposed closure on that occasion 
and that is why we did not vote to pass clause l(c). 


It is terribly important to me that the committee members 
who started this process some time ago snould see it through. I 
wonder at the reason behind the motion. Mr. Jones' motion does 
nothing but transter the problem we have nad in this committee. I 
have sat here long enough to know we have had a problem. 


we have been at this for some three or four weeks now. The 
clause by clause began on November 3, we have been at it ever 
since and we are still on section 1. We have had a problem, but we 
are simply going to be transferring the problem, if the 
Conservative members do not come to their senses, up to the main 
Legislative Assembly. Instead of this committee being ground to a 
halt, we will grind the whole Parliament to a halt. 


If the government members feel we are not serving the public 
well, I don't think that will serve the public any better. I 
Suspect it may serve it a whole lot worse. When we get to the 
House, we will have to move into clause-by-clause consideration in 
committee of the whole House. Lest anybody has forgotten, we have 
a total ot 19 amendments. We wish to see those amendments debated 
and discussed--some at Barr length--in clause-by-clause 
consideration. They are, in our judgement--and the House will rule 
in its wisdom--important amendments. 


They are amendments which speak to many of the concerns 
witnesses raised with us over two weeks of public hearings. It is 
Our desire to see them debated in a reasonable and rational 
manner. We believe the best place to have that debate is right 
here in this committee where many of the members took part in the 
public hearings. If the government will not change its mind, if 
the parliamentary assistant will not withdraw his motion, we will 
go to the House and move our amendments, but I do not believe that 
we are going to do anything to speed up the process. I believe we 
are taking a truly unprecedented step. My friend the member for 
Scarborough West (Mr. R. F. Jonnston) says it iS a dangerous step, 
and I sense it is that as well, a very dangerous step. 


I suggest to the parliamentary assistant that he might want 
to reconsider his motion--he is going to nave lots of time over 
night because I don't believe we will come to a vote this 
afternoon--and that he might give some consideration whether the 
gains, whatever ne imagines tnem to be, of sending this bill back 
to tne House at this time are not outweighed by the fact that a 
Geal that was struck by all tnree parties is now about to be 
undone by one party using its majority as it the minority does not 
need to exist and is not important in the overall legislative 
process. 


ak do not wish to prolong tnings other than to reiterate that 
my party will not support the motion. 
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Mt. MacOuarries, Mr... Chairman,, I think réally all of us 
have some difficulty witn this whole situation. Tne government, 
when the bill was introduced, indicated quite clearly that it was 
not particularly pleased in bringing the bill forward, but in view 
of the position which the Ontario economy is in, and in view of 
the necessity for some very drastic action to try to get things 
moving again, the bill was brougnt forward and receivea first and 
second readings. 


At this committee something very peculiar happened. In 
approximately three weeks or so Since the public representations 
were concluded, I come to the committee as a Substitute and I find 
that the committee is still dealing on clause by clause. When tne 
House had indicated tnat clause by clause snould start on November 
2, hnere we are today, November 24, on section 1 of the bill, the 
definition section, tne most simple section, really, of any bill, 
and we are bound up in that. 


What happened? I hear, and I saw some considerable evidence 
of it, that there were purposeful delays, very deliberate, 
purposeful delays, delays in bringing the bill forward, delays 
which, instead of threatening the rights of the minority, were 
really sort of pushing around the majority. I think the time has 
come, the time is on us now, where we have to move forward with 
this legislation, where it is essential in the interests of the 
economy of our province that the legislation come forward. 


I don't think any of us are particularly happy with the 
Manner in which it is being done, but I would say that we have 
been, to all intents and purposes, forced into this decision and I 
would strongly support the motion of the parliamentary assistant. 


5:50 p.m. 


Mr. Rae: Thank you, Mr. Chairman. It was Yogi Berra who 
said, "It's not over until it's over." Apparently the majority on 
this committee thinks that tney can overrule Yogi Berra. That is 
one authority: that I. don't “think is in the jurisdiction of tne 
committee to overrule. 


Th our view, this bill is not over until it is over. I think 
people should understand that there is something quite fundamental 
going™ on, not only in this committee but in the whole of the 
province, that goes beyond the traditional differences of opinion 
Or the traditional arguments about policy in Ontario. 


Mr. MacQuarrie just said that this legislation is something 
to get the economy moving again. This legislation doesn't have 
anything to do with the economy. This legislation is legislation 
which interferes in, breaks and destroys contracts, collective 
agreements, bargains that have been struck in good faith by 
employees and the government and other employers in the public 
sector. It destroys a pattern of industrial law and industrial 
jurisprudence that has grown up in this province, not in the last 
two years or five years, but in the last 100 years. It gives 
unilateral power to one individual wnich, as I said in my remarks 
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earlier, takes administrative and labour law in this province back 
to the stone age. There is no other way to describe this 
legislation. This is pre-McRuer legislation with respect to due 
process and administrative process in this province. 


To ‘describe it? aS arbitrary 1S towdOm@iC ta  cavoul, ands Cian 
is why our opposition to it has been so fundamental and that is 
why, like Mr. Mackenzie, I not only make no apology, but I think 
it is fundamental for an opposition party worth its salt to oppose 
this kind o£ arbitrary legislation. 


Let me ask members of the Conservative majority it 
legislation were passed which destroyed contracts in the private 
sector between business partners, which destroyed commerce because 
it. made contracts. “Lmpossible,) which sOverruledmmall® Kinds veer 
decisions by the Milk Marketing Board of Ontario and simply tore 
them up, or between any group of producers of any kind wnatsoever, 
I wonder if they would be quite so quick to jump on the bandwagon 
and say this is simply legislation that is designed to get the 
economy moving again. 


This legislation interferes fundamentally with 
relationships, with institutions that are democratic, that are as 
democratic as any other relationsnips that exist in this province 
and which are being broken unilaterally by a government and by the 
majority. 


With respect to this motion, tne substance of the motions of 
a procedural nature that have been presented by our party have 
been designed to broaden the debate within this Legislature and to 
allow us, aS members of the Legislature, to cross-examine 
ministers who are directly affected by this legislation and whose 
relationship with their own employees is going to be directly 
affected. In the case of the Attorney General (Mr. McMurtry), 
despite the interventions we have made at some length with respect 
to the impact of this legislation on freedom of association, we 
have nad no indication from the Attorney General as to how he 
feels on that issue. 


Freedom of association means something. Freedom of 
association, in the view of our caucus, means the majority cannot 
do, everything. it iwants tow adougtoprintenteram wichercollective 
bargaining. It means that certain democratic rightS with respect 
to collective bargaining are now part of the constitution of this 
country and athe constitution mor this . province. Band gare weno, 
something that can be taken away unilaterally by tne province. 


If the Attorney General of Ontario disagrees with that view, 
why in the name ot goodness doesn't he come down nere and tell us? 
Why doesn't he have the courtesy to come forward and say to 
meMber se OE. OUurge party wWhO.. DU LOL WarGpa rn SaepOolnt, .O1muview, Jot 
disagree and these are the reasons"? That's how law works. That's 
how, the process of .education.-works, by. :means Of .a reasoned 
dialogue...If the finger. of filibuster lis. going .to. be .pointed at 
anvVea.Daekty, it. .has _.to 2De. ‘pointed Bat gtnat emayorcLey wolLcn nas 
refused, at every turn, every request that has been made by us to 


have members of the government come forward and give us their view 
On this issue. 


With great respect to tne Treasurer, he is competent to tell 
us how this legislation will arrect the economy of this province, 
but he is not in a position to tell us what the impact is going to 
be on collective bargaining tnroughout the province. He is not in 
a position to tell us how it affects arbitration awards that are 
Currently being decided upon. He is not in a position to tell us 
in any great detail the impact that it is going to have on 
hospital workers and nursing nome workers and people wno take care 
ot the public of Ontario from the time they are born to the time 
they die. That is why tne Minister otf Labour (Mr. Kamsay) snould 
have been here; that is why the Minister of Health (Mr. Grossman) 
Snoulda nave been nere. 


Finally, I would say that the Conservative majority is 
ignoring something quite fundamental, and that is the reason tnat 
procedures are important is because tney protect minorities. 
Nothing that has been done by this party has been contrary to the 
rules. If it ever was, it could have been ruled out of order py 
the chairman, the chairman's ruling would have been upheld and we 
would have proceeded with it. 


Tnis motion makes a mockery of the agreement between House 
leaders. I can assure you it iS going to lead to a serious 
deterioration of any relationsnips witn respect to- future 
agreements; it is impossible that it would not have that etfect. I 
believe it is going to cause greater problems for the government 
than they appreciate. 


It iS not my intention to hold up. the proceedings of the 
committee or to delay the vote in any way, but I did want to 
indicate very, very strongly, on benalf of the party, the strength 
of the views that we have on this issue. 


Mr...” .COOkKG*.4 Mr... Chairman, I am prepared to torgo my 
comments if you want to get tne vote over before six. If it is not 
going in before six, I will make my comments. 

Mr. Chairman: We have Mr. Jack Jonnson and Mr. Renwick 
yet on the list. It is up to tnose speakers. Mr. McClellan has 
already been removed at his request. 


Mr. Renwick: I have a brief comment, Mr. Cnairiman, it I 
may be permitted it. 


Mr. Chairman: Mr. Jonnson, what about you? 
Mr. J. M. Johnson: Let Mr. Renwick make his point. 
Mr. Renwick: You are ahead of me on tne list. 


Mr. J. M. Johnson: I would like to make a few comments 
and just reply to Mr. Rae's statement about tne concern about 
labour and the labour movement. 


Mr. Cooke: Is this going until tomorrow? 


Mr... J».M.e. GOHNSOR: Je would.” Sitmply*=Like@ Cones ay late 
come trom a rural riding, Wellington-Dufferin-Peel, that nas a lot 
of small merchants, small rarmers, a lot or people wno are being 
hurt quite badly. 


We are talking about a restraint program that basically Says 
that labour will be held to a five per cent increase, at least the 
public sector. IT. find tnac jal lot otemy, people worst leven Weeers. 
tive per cent increase, let alone contemplate anytniny close to it. 


I am really oftended by an article that appeared in tne Sun 
today, -in Claire Hoy's column, “and youy "have sino. sdoubt Ghaderrr 
brought to your attention. I think possiblyvice mustendave “Deena 
misquote because I cannot believe that Sean O'Flynn, the president 
of the Ontario Public Service Employees Union, would actually say, 
"We will encourage our members to break the law if this bill comes 
LAbORLOLCe.s 


Surely we have a responsibility to obey the laws, not only 
of the province but of this country. For someone of that .stature 
to make such a Statement makes a mockery of the fact that we are 
here today. I fail to understand how we can be talking about 
procedural affairs and problems that we are having, and trying to 
resolve things, with statements such as that. It certainly doesn't 
aad anytning to tne aebate, the contemplations we are trying to 
make or anytning else that goes on around nere. 


Quite frankly, I trail to understand why the parties have 
taken such a-—- strong stand opposed to getting into the 
clause-by-clause debate. We nave nad four weeks or debate in 
September and October in the Legislature on the pros and cons orf 
the bill. We nave had weeks of public hearings, 33 nours. We nave 
had 32 hours of procedural motions, as I mentioned, and 14 hours 
on clause py clause. Tnere is sometning drastically wrong. If we 
are interested in a clause-by-clause debate, then how come we 
naven't advanced beyond clause l(c)? 


Mr. Renwick: Min, Chairman, wh “wilde only Stake. abougss one 
and a half minutes. 


I’ am “very  currous. This’ bill #tsSiobvrousina g9Oungset oasle 
reported back to tne House. In what particular way--Mr. wWrye 
brought this to my mind--does he think we will have an opportunity 
in committee of the whole House? 


I will be interestea to see what kind of process is 
developed in the House to preclude clause-by-clause discussion in 
the committee of the whole, considering the provisions of the 
Standing orders that bills reported from standing committees shall 
by unanimous consent also be ordered for third reading. We know 
what the practice of the House has been. I will await witn 
interest the way in whicn the government decides to move on that 
particular matter. 


I want, S207 to’, quoter onlyswiene Bibirste wparagraph ToL 
Beauchesne's book, which nappens to quote from the first paragrapn 
or Sir Jonn Bourinot's book--it I may interpolate, this is what 
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Mr. Jones called in aia when he introduced this particular 
nefarious motion--"The principles that lie at the basis of English 
parliamentary law nave always been kept steadily in view py the 
Canadian Parliament. These are: to protect a minority and restrain 
the improvidence or tyranny of a ~Mmejority; to secure tne 
transaction of public business in an orderly manner; to enable 
every member to express nis opinions within limits necessary to 
preserve decorum and prevent an unnecessary waste of time; to give 
abundant opportunity for the consideration of every measure, and 
to prevent any legislative action being taken upon sudden impulse." 


I want to conclude my remarks by saying to the government 
that they came to this committee under the miSapprenension that 
there was sometning of a mock-serious nature about the New 
Democratic Party's position on this bill. Nothing that we could 
Say has removed tnat from their minds. 


I ask anybody--also tnose members who are here 
intermittently--to read in the proceedings of this committee the 
comments ot my colleagues on the particular matters which have 
been put forward. To suggest for one single moment that this party 
has been engaged in something of a mockery of tne tradition is to 
not comprenend the attitude wnich has been so well expressed by my 
colleagues and particularly by my colleague the member for 
Hamilton East (Mr. Mackenzie). 


Mr. Chairman: Those being tne speakers, snall we vote on 
the matter? All the members being present-- 


Mr. Renwick: Mr. Chairman, may I raise a point of order. 
Mr. Chairman: Yes, Mr. Renwick. 


Mr. Renwick: I noticed in this interesting piece Mr. 
Jones has produced that it says: "If the motion is agreed to, the 
Chairman is then ordered to report tne bill to the House without 
amendment or with such amendments that the committee has made. Tne 
Chairman is directed to apply to the House for leave to make a 
special report and the committee makes a Special report setting 
out the facts of the case." 


Have you, Sir, given any consideration to just what that 
means? 


Mr. Chairman: Yes, Mr. Renwick. You are reading trom one 
of the texts about a special report. 


The first part of that is where the report is not part of 
the motion. It is part of Mr. Jones' motion that it be reported to 
the House at this time. I've looked at that last sentence, “Tne 
chairman is directed to apply for a special report." Yes, I have 
taken advice and it is pelieved tnat instead OL MaKing a report, 
as is normal by the chairman for committee reports, it is termed a 
"Special report" and tne committee report is called a "Special 
report,” 
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I've put it in the same type of phraseology as one would 
with a directorship, the special resolution and a resolution--not 
that there is some special separate procedure that now takes place 
to develop a special report and leave be applied ror separately to 
the House to get a separate report. Is that satisfactory? 
Mr. Renwick: I was jusSt curious about your comments. 


Mr. Chairman: Yes, el “nave. COnSIidercde it. 82) Guess that mus 
the bottom line. Thank you. 


The committee divided on Mr. Jones's motion, which was 
agreed to on the following vote: 


Ayes 


Eves, Gillies, Gordon, J. M. Johnson, Jones, MacQuarrie. 


Nays 


Cooke, Mackenzie, McGuigan, Ruston, wrye. 
Ayes Six; nays five. 


Mr. Chairman: Dt being “pastutsic OS ClOCKy@ “this 1tcommuttee 
adjourns until the next call of the chairman. 


The committee aajourned at 6:02 p.m. 


Lacking J-65-72, 1982. 
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STANDING COMMITTEE ON ADMINISTRATION OF JUSTICE 


CHAIRMAN: Treleaven, R. L. (Oxford PC) 
Branet, Ae 5S... (barntaxre) 
Breithaupt, J. 'R.. (Kitenener) (L) 
Elston, M. J. (Huron-Bruce L) 
Eves, E. L. (Parry Sound PC) 
Mitchell, R. C. (Carleton PC) 
Piché, R. L. (Cochrane Nortn PC) 
Renwick, J. A. (Riverdale NDP) 
Spensieri, M. A. (Yorkview L) 
Stevenson, K. R. (Durham-York PC) 
Swart, M. L. (Welland-Tnorold NDP) 
Watson, A. N. (Chatham-Kent PC) 


Substitutions: 

Epp, H. A. (Waterloo North L) for Mr. Breitnhaupt 
Fisn, S. A. (St. George PC) for Mr. Stevenson 
Kolyn, A. (Lakeshore PC) for Mr. Mitchell 
Philip, E. T. (Etobicoke NDP) for Mr. Renwick 


Also taking part: 

Elgie, Hon. R. G., Minister of Consumer and Commercial Relations 
(York East PC) 

Foulds; Jd. Fs (POLnt Arthur NDP} 

Kennedy, R. D. (Mississauga South PC) 


Clerks ALNOtCG,.) 0. 


Witnesses: 

Dick, N., Union of Unemployed Workers 

Doumani, R. G., Solicitor for Urban Development Institute 

Engelberg, M., Solicitor for City Park Tenants‘ Association 

Krehm, W., General Manager, O'Shanter Development Company 

Somerville, H., Chairman, Tenants' Association, 41 Dundonald 
Street, Toronto 

Trottier, T., Chairman, Federation of Ottawa-Carleton Tenants' 
Associations 


From the Bathurst-Eglinton Tenants' Association: 
Fink, R. 
Gardner, K. 


From the City of Toronto: 
Foster, M., Alderman, Ward 5 
Sewell, J., Alderman, Ward 6 


LEGISLATURE OF ONTARIO 
STANDING COMMITTEE ON ADMINISTRATION OF JUSTICE 
Monday, December 20, 1982 
The committee met at 3:22 p.m. in room 151. 
RESIDENTIAL COMPLEXES FINANCING COSTS RESTRAINT ACT 


Consideration of Bill 198, An Act to provide for an Interim 
Restraint on the Pass Through of Financing Costs in respect of 
Residential Complexes. 


Mr. Chairman: We should start the day according to the 
motion last Friday of Mr. Stevenson regarding Bill 198. Copies of 
Hansard nave peen handea around to the variouS members, and 
according to that motion we are scheduled to commence hearing at 
S230, Wiehe ..che  “Tlircst Group —‘who~ applica; May “TI “say,-—or-._made 
representations or contacted our clerk. That is the Federation of 
Metro Tenants' Associations. 


Now, may I Dring to your attention two matters. First is a 
memorandum from Michael Cassidy, a copy of whicn [I believe was 
handed to each of you at some point today, I received mine at 
abouc. 1.0. SUuCULe -MOrnind, stating that’ ‘a Mrs “Trottier, *on~ behalf 
of various Ottawa tenants, the president of the Ottawa-Carleton 
Federation of Tenants' Associations, wished to appear before us 
and would be here today. If ne iS nere, would ne nold his hand up 
please. Yes, ne is here. 


Mr. Cassidy: -requested that the “be there," I cninkoMr. “Philip 
probably has some representation to make on it. 


Second, today near the end of guestion period I was handed a 
letter from John Sewell, alderman of ward 6 of Toronto, stating 
that ne wished to trade places with tne Federation of Metro 
Tenants' Associations, and had dealt with Dale Martin, president 
of that association and they wish to switch 3:30 this afternoon 
until 7:45 p.m. this evening. 


What are your wisnes, gentlemen? You nave tne motion of last 
Friday. 


MY... , pps Ll wee. oO  probiem- with that.” “They” are""D0tn 
amenable to tne change. I would move that we make the change. 


Mr. Chairman: That iS a motion. Any other discussion on 
that? 


Mr. Philip: Tnat is reasonable to us. We accept that. 


Ms. Fish: It is acceptable to us as well. It seems to be 
in the spirit of tne motion as put. 


Motion agreed to. 


Mr. Cnaircman: The next thing, we nave one spot at 5 p.m. 
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this afternoon. Tne party or group scheduled to speak to us, Anaes 
Y. Kwok, has cancelled out. Wnat do you wisn us to do witn the 5 
p.m. spot? 


Mr... “Epp:... 1). «appreciate withe, posation. the (Ottawa—Car leroy 
tenants’ associations are in. I think it is only reasonable that 
they snould be heard, given tne fact that we nave a slot there 
that they can be heard in. Tney have come some aistance to be 
heard, and it is only reasonable tnat someone from outside of 
Metro should also nave an opportunity to be heard. I would move 
that they be put in the 5 p.m. spot. 


Mr. Chairman: Do keep in mind that there are 32 groups 
that wisn tO appear betore us, and of course the motion will only 
take 16. 


Mr aa. PNPLIp 2 cl. Was /9GO2n9 7,CO “sugges teatiat. ssiaeCulik Ltrs 
unreasonable that they come this far and not be heard. 


Ms. Fisn: It is also acceptable at our end. We would be 
Supportive of that change. 


Mr. Brandt: A guestion in regard to the motion. How many 
of the groups now are from out of town, out of the total that will 
be heard? 


Interjection: Nine. 


Mr. Brandt: Speaking in ‘support of the motion that “nas 
been proposed, I just wanted to inguire as to the number of groups 
that are from out of town in the total that nave been approved. 


Mr..- (Chairman: At.  thisse point, s-le Navee nO elLocae aS estos. Cne 
allocation of-- 


Mrs Brandt: lt o.isi fait. to. say sthate tne pvast majority. eat 
not all of the others, will oe £Erom the Metro Toronto area. 


Mr. Chairman: Certainly the majority are. May I point 
Out «that. the, clerk: has. rescheduled> the. 5.p.m. person to. 9. p.m. 
this evening. As a result of the cancellation of tne 5 p.m. 
person, number 17, the next one on the list, Parkdale Legal 
Services, was therefore scheduled for 9 p.m. That was using up 
some of the slack of Mr. Stevenson, to use nis expression. Mr. 
Swart? 


Mr. Swart; I think the question asked py the member for 
Sarnia iS a very pertinent one. Do we not nave a list at this time 
of all of those who are going to attend, and if so, can you not 
give us an indication? The only list I nave is for this afternoon. 
Is tne evening list not ready? Are there others from out of town? 





It seems important to me that there be a representative 
group, and I would point out that altnough I was not here on 
Feiday because I had other commitments, it is important that we 
nave representation f£rom across tne province. Obviously, when it 
is first come first served, the closest to nere are often the ones 
Chet getonthescristerirst. 


3 


Moos -Cha iran: -“Do> keep? in “mind: ssthat’ “at '° 3230 we Ware 
Starting witn the 3:30 witness, and it is exactly 15 minutes for 
presentations and answers. We have a motion and a vote yet to put. 
Whatever you want to say 1S going to happen in two minutes. 


Mr. Philip: I have two things. One 1s that the last time 
the Federation of Metro Tenants' Associations appeared they had 
such large numbers that 1t was uncomfortable to nola our nearings 
in this room. I am wondering if, since they are coming this 
evening, if it ~wouldn't make sense for our clerk . to «make 
arrangements for the hearings to be held in a larger room. 


Mise Chairman:.¢First;- with “regard sto that; ‘the “motion i0£ 
Friday deals with tnat, and it would take another motion--you have 
read it; it ‘says specifically that it’ will be in this ‘room and no 
Change will be made--and vote on that to amend that, before 3:30. 


Mr. Pnilip: I will move tnat the-- 


Mr. Chairman: You can't move. We have a motion on the 
ELOOL Mr. Epp *semotion isvstill on *the*f£loor. 


Mr. Philip: Then let's move to carry the motion. 


Mr. Chairman: It was Mr. Epp's motion that we take the 
Ottawa (group ,Mr. Trottier ,sat; the#5*p.m.. spot. 


Motion agreed to. 
Mr. Chairman: You wanted to make a motion, Mr. Philip? 


MEGt @Pirtd Epo Sen emoveranthat)}+1h? Sethe “yhight ors *;the Large 
number of tenants tnat are expected this evening, we instruct our 
clerk to pook a room tnat iS more Suitable for us, namely in the 
Macdonald block, or any otner place tnat can provide greater 
facilities for them to sit down in a comfortable way and listen to 
the presentation made py their representative. I would further 
move-- 


3550 -pem,. 
Mr. Chairman: No, one motion. 


Mr. Philip: Ttwould further move that we commence 
sittingvat’7 pim- sinvorder. ‘that °we may-- 


Mr. Chairman: That is a different motion; that was also 
dealt with unanimously by the committee last day, with 
representatives of each political party. 


Mr. Philip: Tne normal protocol ot a chairman is_ to 
advise the critic when scnedules are being set. If I was i1n tne 
House, you could at least have the courtesy to send me a-- 

Mr. Chairman: No, no, you had representatives of your 
party here who voted for tnis; tnere 15 no further duty on Me. 
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Mr. Philip: They also asked that we start sitting at ll 
in the morning. 


Mr. Chairman: I am sorry, we nave a motion, we will go 
on that, and the previous motion said we go at 3:30 witn the first 
scheduled group and tnat's it. It 1s 15 minutes and we are not 
going to deviate. 


All those who are in favour of Mr. Philip's motion to moving 
the nearings for this-- 


Mr. Watson: We haven't nad an opportunity to discuss 
this. 


Mr. Chairman: .At-.3:30 .we pegin,;;.Mr.= Watson.,. We had a 
discussion about tnis on Friday. 


Mr. Watson: Some of us missed a lot of things on Friday 
because we Stayed for this and we hammered it out and there is a 
motion there and I see no reason for cnanging it. 


Mr. Chairman: Yes. Correct. That 1S .what .we jare  deating 
with. 


Motion agreed to. 


Mr. Chairman:) The committee ‘will change its place... of 
residence this evening on a majority vote, 6 to 4, and it is 
reversing the decision made on Friday. Tne clerk 1s so instructed. 
So be it. 


It is 3:30. Alderman Sewell is the first one starting at 
3:30 until 3:45. Gentlemen, I will draw your attention to the fact 
that presentation, guestions and answers stop at 3:45 for each 15 
minute interval. 


Alderman Sewell: Thank you very much. I am very pleased 
that you could accommodate the change in time between myself and 
the Federation of Metro Tenants' Associations. 


Mr. Cnairman, I represent ward 6 in downtown Toronto, It is 
a ward tnat is not made up entirely of tenants, out it is a ward 
in which I guess 75 or 80 per cent of the people who live there 
are tenants. 


They live in apartment buildings of all sizes, from two- ana 
three-storey walkups to the nighest buildings around, such as 44 
Charles, tne Manulife Centre. Tney live in houses, they live in 
converted buildings. As one politician who has recently gone 
through an election, I think I nave some idea as to the concerns 
ae are on the minds of the people who live in a place like ward 


What I find, ana what we found during the election, is that 
all tenants -arce ‘worrked about “rent “increases. Almost every 
Ouilding we worked in recently had peen through a rent review 
heacing. Some buildings have strong tenants' associations, some 
nave weak tenants' associations, some have none. But there is a 
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great deal of worry among all of those tenants about wnat is going 
to happen to them. 


Some of those worries, aS you might lmagine, are witnout 
foundation. Otners are witn foundation. That is what more than 
anything tells tne story of wnat is nappening toaay--all tenants 
are worried. From a political point of view, the best thing we can 
qo is help tenants try and defend themselves. I and some of my 
colleagues on- city) council “are “trying “to «do «that iby helping 
tenants form strong organizations. 


The only way they can defend themselves from rent increases 
is at the rent review hearings. Of course, we nave many tenants 
who are not subject to that. To give an example, during the last 
four weeks, three new buildings have peen organized in ward 6 
through the help of myself and Jack Layton, the other alderman. 


One waS a small building where everyone was facing a 25 per 
cent rent increase. Another waS a building where people were 
facing a 36 per cent increase--in some cases, a lowering, because 
they were attempting an equalization--and in the third building 
they were facing rent increases of up to 42 per cent. 


On top of these three buildings, of course, are all the 
problems relating to the sale of the Cadillac Fairview Corp. Ltd. 
units. We have not yet had a meeting of people who live in 
buildings that were owned by Cadillac in ward 6. We nave a number 
of them, but we haven't even faced that problem yet. 


The legislation, for its part, assumes two kinds of problems 
have to be dealt with. One is the problem of the sale of the 
buildings; the Cadillac Fairview situation. The second is the 
problem of equalization. We have found that there are a number of 
buildings, at least in the riding I represent, that are not 
covered by the legislation as it relates to sale. 


They have been excluded from the legislation pecause the 
sale happened earlier, and the rent review hearing happened 
earlier than the end of October. Tney received no protection from 
the legislation. With regard to the buildings that are facing 
egualization, we think the landlord will be attempting to justify 
an increase on other grounds. 


The problem of this legislation, as I see 1t, iS that in 
assuming the two problems of sale and equalization, it 1s missing 
the real problem which is the fear of a rent increase. Most 
tenants feel landlords can get massive increases no matter what 
the legislation happens to say. 


We have examples in ward 6 wnere that nas happened. After a 
rent review hearing, a landlord managed to get a 33 per cent rent 
increase. So in addressing those two problems, the legislation 
does not deal with what is on peoples' minds. This iS my own 
particular concern; that if the legislation stands as 1t 15, Lt 
won't be helping very many people. 


My own feeling is--angd I tnink it 1S shared Dy most 
tenants--that the wish to be removeaq from the fear of an 
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unreasonable rent increase. That is tne position they are in and I 
think it is the position the committee and tne Legislature should 
be helping them out of. I believe if the legislation stands, it 
might offer some hope to some tenants, but even those tenants will 
not feel very protected. 


The second point I wanted to make about the legislation is 
that it is intended as a freeze. It is supposed to hold things as 
they are, until studies can be done to see wnat snould nappen a 
year...from,mow. .I sfind it interesting sathate.even..-some,0f the 
landlords think the . freeze is necessary to. protect: “there 
interests, let alone the tenants. 


I understand you will pe hearing from representatives of the 
Urban Development Institute in support of the legislation, and you 
will even be nearing a presentation from O'Shanter Development 
Co., which is one of the worst landlords politicians in ward 6 
have to deal with. We are sort of running the gauntlet of the 
Kinds of landlords you have. 


It is interesting that landlords like those would be willing 
to support the ftreeze. I suspect not many tenants will support the 
freeze, because it is not really a freeze. It allows too many 
things to float around. Given that we have a year, I think we 
require a freeze that really works and that will give people 
protection. It should be a freeze that we know will give people a 
feeling of security. 


In my discussions with tenants, all of them are saying, "Fix 
an amount, make it reasonable and freeze it for a year." I think 
the five per cent freeze that haS been suggested is a most 
reasonable course of action. What is interesting about the five 
per cent freeze, is that it really does deal with the tenants' 
problems. 


It not only is a freeze for a+temporary period, ~but it 
really does give tenants the feeling of security they need. I know 
you are going to be hearing a number of briefs from a number of 
people wno will pe arguing specitic sections of the legislation, 
but I wanted to present some sort of overview so you had the sense 
tnat I nave being out on the street. 


Unless there is strong legislation really freezing the 
Situation, I believe tenants will not feel protected by the 
legislation, I think the legislation has an obligation to try to 
instill »s@pefeeling softy isecurity, Acai Gethis sepo int 4aeThanke. youss. Mae 
Chairman. 


3240epem. 


Mr. Epp: I nave one guestion for Mr. Sewell on his 
comment on egualization. I suppose, Mr. Sewell, that you support 
equalization in the long run. 


Alaerman Sewell: How do you mean “Support egualization"? 


Mr. Epp: The idea of equalizing of rents where there are 
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discrepancies between rents, yet the same kind of apartment, 
Similar apartments and so forth. 


Alderman Sewell: As long as it is true equalization, yes. 
Mr. Epp: Yes. 


You Said tne landlord woulda probably get tne increase on 
other grounds. I am not guite Sure what you meant by that. You 
said that if we do not have egualization, tne landlord woula 
probably get an increase on other grounds. Are you talking about 
legitimate or illegitimate grounds? 


Alderman Sewell: I guess if they are approved by tne 
Residential Tenancy Commission they are considered to be 
legitimate. But in the eyes of most tenants, they would not be, 
wnatever their reasons are. 


Mr. Epp: DO you mean there would be a certain padding or 
something of that nature? 


Alderman Sewell: Yes. In some situations where there is 
not a strong tenant's group to take on the landlord, things can 
happen. That is what people are worried about. 


Even in a place as political as downtown Toronto, there are 
Still a lot of buildings that do not nave strong tenant groups. It 
is those tenants who are worried that tne landlord will be doing 
something. 


Mreonpps “lin would “just “like “to ask “a™» question’, of one 
GOtnker em DOLte Very “GuICK IY =. .1t “has.~ to. “do * with #section* +5 Yeon 
equalization. 


It was suggested to me that in clause 5(a) in tne fourth 
line, rather than have a percentage basis in tne last line where 
we are talking about the Residential Tenancies Act and rental 
units in the residential complex, that these increases be on a 
dollar basis. 


Alderman Sewell: Yes, I think you could do that. 
Mr. Epp: Are you going to comment on that? 


Alderman” Sewells~“You' could do ‘“1t on ‘a dollar basis. I 
understand the thinking behind it. I believe small problems like 
that would be solved if you said, "Maximum five per cent rent 
increase, period," to any unit and no questions asked. 


I believe that is the only thing tenants feel will protect 
them. If they do not get that, we will continue to see the amount 
of activity we have seen in the last two months. I nave never seen 
so much tenant activity in my whole career as a politician. 


Mr. Epp: The only reason I say that 1S when we were 
talking about a percentage basis, we are talking about greater 
discrepancy between the different units. Wnen we are talking about 
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a dollar pasis, at least that same discrepancy stays tnere if you 
are talking about equalization. 


Mr. Swart: I do have one guestion and then [I will turn 
it over to Mr. Philip. 


I do not think Mr. Sewell mentioned any concern about 
sectuion 7. Are you not concerned about the section in this that 
means the limits woula be totally removed at the end of December 
1983 whether there is a report for the Thom commission or not? I 
presume that is of as much concern to you as it is to us. Section 
7 should be removed. 


Alderman Sewell: Yes, I can see that. I assume the new 
legislation so missed the point tenants were dealing with, that it 
nad to be replaced. That was the assumption I was working on. 
Therefore, they were freezing it. 


Mr. Swart: Technically, there is no-- 


Alderman Sewell: I might be wrong on that. Tenants need 
very strong protection. If the government tried to take off those 
protections in the next year I believe that would be the end of 
that government for good. The feeling out there is extremely 
strong and I think a lot of: people are: going to say: *%Thaet is sit. 
If I am not getting protected, I nave nad it." 


When you combine that with the attack the home owners in 
downtown Toronto are feeling on their assessments, there are a lot 
of very angry people out there. I realize the fallout sometimes 
comes to the municipal level and therefore it is an opportunity 
for us to change, but I do not feel people should be put through 
that insecurity. 


So the sunset provision is very worrisome if this is all we 
are ever going to get. It is not good enough for the year. It will 
not calm people down very much. 


Mr, Philip: Mr. Sewell, I am sure that as a lawyer you 
probably agree tnat amendments are needed to the Corporations 
Information Act, but since we do not have that bill in front of 
us, would you agree there snould be a requirement of disclosure in 
this bill so tenants can find out who owns their buildings? 


Alderman Sewell: It would be very nice. Let me tell you 
of one building Cadillac Fairview recently sola at 100 Wellesley 
Street East. I do not know if you have heard tnis story, but a 
company named Deernourst Investments--I have done tne search and I 
nave looked at tne deeds for the company-=-was incorporated under 
the laws of Liberia. They now own 100 Wellesley St. East. 


oe Who 1S it? Who is standing behind that company? We have no 
idea, If some form of disclosure was reguired, that would be most 
helpful. 


Mirus... (Phd dips Are you also aware that. at least one 
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corporation that was asked for that information by a residencial 
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tenancy commissioner has now said they will sue the government or 
challenge the matter in court? 


Alderman Sewell: Is that rignt? It must be nard being a 
landlord. 


MrevoPhni lips] Dol outs teelssthatiiplacingwitthat sineathes act 
would at least protect tenants and the government from that kind 
of legal action. 


Alderman Sewell: Yes. I tnink we snould see some change 
there. 


MraorChatrcman? “Thevanexteiwitness Satie 3:745i0is- sRobert Gc. 
Doumani, solicitor on behalf of the Urban Development Institute, 
Multiple Dwelling Standards Association and individuals ana 
companies wnhO own Or manage approximately 52,000 rental units. 


You could identify-- 


Mrs "Doumani:*"On smy right is Mr.- Harold Sand and on my 
left is Mr. John Andrade. They have property management and rent 
review experience and have assisted me in preparing a brief. 


I am here this afternoon to formally present a written 
brief, of which sufficient copies were handed to your clerk for 
the committee. It appears to have been passed out to you. I will 
touch on the key points in it with respect to Bill 198. 


The chairman has Kindly noted those for whom I speak, and 
they recognize that in the current political climate, there is 
little doubt the Legislature will act. Therefore, it seemed 
fruitless to argue about the merits or the necessity of changing 
rent review at this time. That should not be mistakenly read, as 
Alderman Sewell did, as an expression of support. Rather, it is a 
recognition of political realities. 


Tne brief, in my remarks, will be confined to pointing out 
four serious and apparently unintended and unnecessary problenis 
created by the bill. 


The four problems are its retrospective effect; its effect 
OnyY -refinancings:~“its» effect on purchases ;ewheres there -i18),n0 
additional financing; and lastly a technical problem dealing with 
notices of rent increase. 


The committee should not be left with the impression that 
these are the only problem areas. There are others, but in the 
circumstances we decided to focus on four major ones. 


Those problems can be remedied without undermining what 
appears to be the government's intention. 


I thought it would be useful at the outset, to consider the 
government's intentions from statements made by Dr. Elgie in the 
House on November 16 and December 2. 


There appears to be little doubt that the bill was promptea 
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by and directed at the so-called Cadillac Fairview sales. On 
December 2, when the bill was introduced, Dr. Elgie said: 


"nodayeil | would/adike tl tommantroduce for: ties “reaging # che 
Residential Complexes Financing Costs Restraint Act, a bill that 
waS born out of the controversy Surrounding the much-publicized 
sale and resale of about 11,000 rental units originally owned by 
tne Cadillac Fairview Corp." 


However, the minister was at pains to say that buying and 
selling residential complexes in the past was not considered 
improper. Thus, on November 16, ne is reported to have said, "Tne 
very fact that there have been many hundreds of rental buildings 
sold in the years since the “ReSidential Tenancy Act »§ was 
introduced, without any suggestion that the sales be set aside or 
pronibited, is evidence that such sales were not objectionable in 
and of themselves." 


Equally, investing in residential complexes was also not 
considered important. Again, on November 16 with respect to 
investment in such complexes, Dr. Elgie said, "Tnis has been an 
accepted part of the investment activity in this province for 
years and it is not one that we should now sweep aside in our 
haste to protect a particular group of tenants in a specific 
Situation." 


3350. ‘p.m. 


Instead, the apparent intent of the government, as we can 
glean it from the statements, was expressed this way on November 
16 by the minister: 


"My approach to the problems created by the Cadillac 
Fairview sale is based on the belief that any solution must be 
fair to both tenants and landlords, and that it must prevent the 
present market situation in Ontario from becoming a happy hunting 
ground for fast-buck speculators." 


Against that background, the bill does the following things, 
as I see it. 


First, 1t suspends the present system for recovery of 
financing costs related to a purchase. 


second, it replaces that system with an artificial maximum 
of five per cent of the last total rent roll. I suggest that this 
maximum bears no celation to the actual tinancing costs 
experienced by a landlord whatsoever. 


Third, and most critically, it makes the new artificial 
maximum applicable to applications to the commission made after 
October 31, 1982. I would ask the committee to note particularly 
here that the date of application has nothing to do with the date 
of the purcnase. 


Fourth, the act defines "purchase" in the widest possible 
language. 
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Fifth, it makes the new artificial maximum applicable if tne 
residential complex has been "purchased", as widely defined, more 
than once after October 31, 1979 or more tnan three years ago. 


Briefly, here is how those cnanges affect all landlords, 
large and small, long-term or new owners. 


Hirst, peatheres tis: aasprcoblem.-thateiroacall :fretrospectivity;* 
which is nothing more than a fancy lawyer's term meaning "changing 
the rules in the middle of the game." 


I can demonstrate the problem by a short example. 


Suppose that you decided to purcnase a residential complex 
in the summer of 1982, which would have been well before the 
Cadillac Fairview controversy arose. In deciding it you could 
afford the acguisition, you and your banker would consider the 
rules of rent review which were Known and had been in operation 
for three years, and you would note that actual increases in 
financing costs arising from the purchase could be recovered in 
sucha) way othat «you, could expect. to break even in about a 
three-year period. 


On the basis of those rules, you decide that you can afford 
to make the acguisition and your bank decides to finance you. You 
complete the purchase, say, in late August. 


Under those circumstances, it is not likely that you would 
have filed an application for rent review prior to October 31, 
1982. So suddenly, in this case, the rules of rent review on which 
you had relied to purchase the apartment building have _ been 
Changed by the bill. 


The assumptions wnich you and your banker had made about the 
time reguired to break even have been modified drastically. The 
proposed act will apply to you, and will limit the maximum amount 
of financing cost allowable to five per cent of the total of the 
last lawful rents. This percentage, aS I nave said, bears no 
relaciomaco-. iyvouppractuabsstinancing «costs grand,was not,,/ing; tne 
example, the basis on which you decided to buy. 


Moreover, the change wrought by the bill is neither based on 
anything that could have been known in the summer of 1982, nor on 
anything which you haa done. 


The problem is compounded for those landlords who purchased 
in either 1980 or 1981, and for those landlords who had then been 
to rent review at least once before on the basis of that purchase. 


I respectfully submit that the fundamental premise on which 
the Legislature should operate is this. Retrospective laws are no 
doubt, prima facie, of questionable policy. They are contrary to 
the general principle that legislation by which the conduct of 
mankind is regulated ought, when introduced for the first time, to 
deal with future acts, and ought not to change the character of 
past transactions carried out upon the faith of the then existing 
law. 
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In paragrapn 32 and appendix C of my brief, thnere is 
suggested a change to the bill to remedy that proplem without, I 
think, destroying the intent of the bill. 


A further problem arises with respect to the refinancing of 
past sales. That problem, again, is caused by making the bidd 
applicable on tne basis of a date of application for rent review 
and the wide language of section 3. 


Again, I can illustrate that by a simple example. Suppose a 
landlord purchased an apartment building in September 1977, 
partially for cash, with the balance of the purchase price secured 
by a first mortgage at an interest rate of, Say, eight per cent 
for a term of five years. 


The landlord then operated the apartment building and in 
September 1982 the mortgage is due for renewal. The current 
mortgage rate then, of course, was higher, and for this example we 
will’ sayetnat at. rs.9rSeperacents 


That refinancing and change in the mortgage rate will put 
the landlord in a financial loss position by reason of an increase 
in his mortgage financing costs. He applies to the Residential 
Tenancy Commission after October 31, 1982. 


By the very wide language of section 3 of the proposed bill, 
and its application to all rent review applications made after 
October 31, the artificial maximum in the bill would apply to this 
refinancing. This refinancing involved no new purchase of a 
building, so that the provisions of the bill in this regard seem 
to go well beyond the government's stated intent. 


Moreover, the application of the bill to refinancings is 
also retrospective, since when the landlord first financed the 
purchase in 1977, there was no such artificial limit on his 
financing cost recovery. 


In this regard, I would ask you to note that while it coulda 
be said in the foregoing example that the change in financing 
costs results from a change in interest rates, the language of the 
bill as you have it is equally capable of supporting a proposition 
that the change is a result, to use the words of section 3, of his 
purchase of the residential complex which was financed by him. 


Again, in paragraph 38 of the brief, there is suggested a 
change to the bill which I think would eliminate that result. 


I woulda like to touch next on purchases without additional 
financing, Those purchases, in particular, which have occurred 
Since October 31, 1979. 


It’s not unusual for some purchases to occur without 
additional financing being incurred, Often you will find 
circcumstances in which someone enters into an agreement of 
purcnase and sale for a residential complex, then organizes a 
cocporation under which to acquire the complex and assigns it to 
the company. 
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Under  sthemdetinition  iofs.2purcchase", <ins your»bill,. .that 
assignment would count aS one purchase, without any additional 
financing costs being incurred. Again, the brief suggests a modest 
change which would confine its operation. 


With respect to notices of rent increase, I would simply 
note that that's dealt with in paragraphs 45 to 57 of the brief. I 
note that the minister has proposed a modification in the House on 
December 16. In my view, that modification would exacerbate the 
problem described there, not remedy it. 


Mr. Chairman, by way of concluding comments, let me say this 
to the committee. If you intend to brand as "Speculators" all 
purchasers of residential rental property, and sweep into the 
grasp of the bill all past purchases of any Kind whatsoever, even 
though such sales were not objectionable in and of themselves; if 
you intend to change the rules of the game in mid-stream with 
respect to a large number of purchases and refinancings; if you 
intend thereby to send a message to potential investors in Ontario 
about the certainty of investing in real property here, thus 
reducing the market value of residential rental property; and if 
you intend to cause mortgage lenders to react by restricting funds 
for purchases or refinancings or by demanding greater security--if 
you intend all that, then by all means adopt the bill as you have 
it. 


However, if you agree with Dr. Elgie's statement in the 
House on November 16, that Ontario has always been an equitable 
society within which people could live and pursue their own lives, 
as well as a safe and profitable place for investment--if you 
agree with that, then I suggest to you that you would be acting 
equitably if you acted to eliminate the major harmful aspects of 
the bill which I have attempted to outline. 


Mr. Philip: selnm your. .appendix,.;:you .list..the people.,..who 
you're representing. One company on page 2 is 495929 Ontario Ltd. 
Is that not the company that refused to disclose to the rent 
review hearing on 40 Earl Street in Toronto the beneficial owners? 

Mr. Doumani: I am advised it is. 


Mr. Philip: Do you feel tenants should not have the 
right to Know who their landlords are? 


Mr. Doumani: Tney know wno their landlord is, sir. 

Mr. Philip: The numbered companies? 

Mr. DOumani: Yes, Sir. 

Mr . Philip: Therefore you would not Support the 
amendment that we will be moving, of course, for disclosure in the 
act of anyone who owns five per cent or more? 


Mr. Doumani: No, I would not. 


Mr. Chairman: I'm sorry, Mr. Brandt. It's past four 
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o'clock. Mr. Brandt did want to ask a guestion. Thank you very 
much, gentlemen. 


The next group is from tne 4l Dundonald Tenants' 
Association, Howard Somerville, chairman. Would you please come 
forward. Do you have a written brief, sir? 


Mr. Somerville: Yes, we'll circulate 1t to the committee. 
Mr. Chairman: Fine. Let's make this exhibit 2. 


Mr. Somerville: Mr. Chairman and members of the standing 
committee on administration of justice, my name is Somerville, as 
you've heard. I am the chairman of the tenants' association at 41 
Dundonald Street, Toronto. We are affiliated with the Federation 
of Metro Tenants' Associations, but we endorse no political party 
Or other organization of any kind, and we espouse no cause but 
that of tenants. 


Our*® building’ “is just ‘over™4l2°%years¥ old;*=contams =202 
apartment units, and has been sold and resold five times as a 
speculative investment since opening in 1969. Each new landlord 
has come in, hung around for a year or two, skimmed off his profit 
and departed. The result iS that original tenants such as myself 
nave paid off that initial investment over and over again. We have 
been a captive clientele and tnere are many other buildings like 
ours. 


The last purchaser was Al-Ben-Gros Holdings Ltd., of 2885 
Dufferin Street, Toronto, which added our modest building to its 
20 other apartment complexes in 1979. Since then the premises have 
been allowed to go steadily downhill, but the rents have kept on 
rising just as steadily. If our exterior sealed windows aren't 
equal to the beauty of Westminster Abbey or Notre Dame Cathedral, 
they are just as heavily stained, not having been washed for tne 
past four years. 


For tne first three years, the landlord also allowed the 
hand fire extinguishers on eacn of 19 floors to go unrecharged 
annually, although the law so requires and the recent history of 
high-rise horrors at the Inn on the Park, the Plaza Two complex, 
Las Vegas and other fatalities certainly indicates the lethal 
potential of such neglect. 


We are under no illusions about our landlord's feeling for 
us aS tenants, but I am not nere to detail the landlord's neglect 
of 41 Dundonald Street, Your committee hasn't got enough time 
before the Christmas break, I am hnere because, like the vast 
majority of the million tenants in Metro, we are suffering even 
more from this government's neglect. 


Our people have followed the sneaky saga of the Cadillac 
Fairview-Greymac sSwitcheroo and the official chatter concerning 
1ts 11,000 or 15,000 tenants. But stark as the CN Tower has been 
the lack of any real indication tnat Mr. Elgie recognizes that the 
rent rebellion goes far beyond Cadillac Fairview and that tnis 
government 1S prepared to act quickly and decisively on behalf of 
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the rest of us, we million tenants, less 11,000, facing the same 
sort of exploitation. 


On the contrary, since revision of rent control with the 
Residential Tenancies Act, also of 1979, the purported six per 
cent on legal increases has been raised by Residential Tenancy 
Commission awards to an average of almost 12 per cent in 1980, 
nearly 15 per cent in 1981 and where is the average going this 
year and next and the year after? Some of our members are already 
confronted with or are already paying increases of 30 ana 40 and 
50 per cent. 


ric saxneper -centrccel ling .is° a. fraud! “It'is-a™cruel- farces 
It's political deceit. 


But what do we hear from Queen's Park so far? "Go fight city 
hall," that ancient invitation to futility, except that city hall, 
Mayor Art Eggleton, and Toronto city council and Metro Chairman 
Paul Godfrey are with uS on this issue. Mayor Eggleton has 
demanded the only honest and decent solutions wnen governments are 
imposing five per cent wage freezes, and that is a flat five per 
cent rent freeze. Tnis would be a clear cut and courageous action, 
eaSily understood by all and self-enforcing. 


For neitner the mayor nor we can see why speculative 
investors should be inflation-proofed by tenants, any more than 
dabblers on the Toronto Stock Exchange or bettors at Woodbine Race 
Track should be guaranteed by government. Nor do we swallow the 
line about landlords being stuck with albatross apartments they 
cannot afford to own or operate, not when the original sale price 
for Cadillac Fairview almost tripled within days to half a billion 
dollars. 


Landlords aren't dismayed and deterred by the cost of real 
estate. What they want is a licence to loot tenants at a time when 
the affordable housing vacancy rate is zero. It used to be known 
aS cornering the market, aS we saw a couple of years when the Hunt 
brothers down in Texas thought they nad sewn up silver and the 
world was going to be jammed up against the wall and squeezed and 
Squeezed again for that precious metal. Tne Organization of 
Petroleum Exporting Countries nad similar dreams, although their 
cartel seems to be falling apart now. 


The same Kind of merciless squeeze is the real objective of 
Ontario landlords today. That's what tney are drooling for, these 
corporate crocodiles with their trick tears, a cornered market on 
that vital necessity, shelter. 


That is why landlords, too, are impatient with residential 
tenancy commissions, although tenants stand little chance against 
their hired guns, the lawyers, the chartered accountants, the tax 
experts and the ex-RTC commissioners themselves. I am glada to say 
Mr. Elgie has taken action to end that. It's not a fair contest. 
There is no protection for tenants. It's Bambi versus Godzilla, 
nevertheless. 


Let me just briefly tell you about three of those Bambis. 
One is an elderly widow with a retarded relative to care for and 
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Support. One is a wheelcnair-bound invalid, a workmen's 
compensation case fighting to stay out in tne land of tne living, 
rather tnan being banished and buried in some suburban warehouse. 
One is a spry old girl who patrolled a counter down at Eaton's or 
Simpsons for hnalf a century and thougnt she had scraped away 
enough to fade away with dignity in her one-bedroom with its 
upright piano, the lace doilies and the cnina figurines. We found 
her one night riding up and down the elevator, distraught, with 


the landlord's latest rent demand clutched in her hand. 


Let me “caution the. committee, if il. may,-41t “Landloracy 
rapacity is permitted to rage on unchecked, you had better be 
prepared to provide thousands more spaces in nursing homes when 
these victims are eventually driven into the streets, as they will 
be. They are not welfare cases. yet. They. are . trying: to .stay 
independent, but the dice are loaded against them. Their savings 
and pensions established even five years ago are melting away. 


For many, nursing homes will be their only refuge, unless 
the government proposes to treat the aged and infirm as the Inuit 
used to do, build isolated igloos and leave the old folks alone to 
perish «an .the...Arctic..cold. and.,darkness.s./DO0O.,J0OU, -Chinks Ltnatas 
ridiculous? One such died on the steps of a Toronto hospital last 
week, if you followed the media. 


For them, there is no in between. They haven't got the money 
and they can't get the money to pay ever-esScalating rents. Also, 
last week sympathizers raised $2,000 within days for tne widowed 
Father and his baby son facing eviction. You can see where public 
sympathy is and the hearts of everyone went out to that poor 
little tyke left naked on a December night in a parking lot. She, 
too, has been saved. But these are exceptions. Tnere are thousands 
of tenants in dire straits witn little nope. Many have children. 
Many are among the jobless rates climbing toward two million 
unemployed in Canada, the richest country in the world. 


While I don’t wish to sound plooday=minded, these are no 
Bambis, but they can be goaded into becoming Godzillas. We nave 
seen the mobilized farmers in the Bruce Peninsula anda Quebec ana 
elsewnere defying bank foreclosures on a neighbour's eguipment, 
livestock and land, Urban Canadians nave also been educated in 
collective action by decades in co-operatives, trade unions and 
other mass associations. Solidarity is not an exclusively Polisn 
word Or phenomenon. It's also in Ontario, 1982. 


Tenants' anger is not all out there some place, remote, 
Faceless, to be brusned aside, another bunch... Of nuts, a 
meaningless minority. Not, at least, according to tne government 
House leader, Mr. Wells, who this very day is discussing the 
installation of plexiglass shields to protect you during debate in 
the Legislature, according to Saturday's Globe and Mail. That's 
the measure of now far “out there" really is. 


I »think that's «allt shave ~towmsay, Mr «—Chairman.... Thank .you 
very much. 
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Mr. Philip: AS I understand the nistory of your 
building, you will not be covered by this bill at all, is that 
correct? 


Mr. Somerville: No, we are totally outside of it. 


Mr. Philip: Because even though it has been flipped five 
times, in how many years? Since June of 1969? Since 1969 it nas 
been flipped five times. The people who bought the building on 
each occasion, of course, passed through the cost, tne capital 
gains, to the tenants. 


Mr. Somerville: No one sold it at a loss. It was always 
ata, wWroLit. 


Mr. Philip: Even though that has happened, you will not 
be included at all under this pill. IS that correct? 


Mr. Somerville: That is my understanding. 


Mr. Swart: I would like to ask one Supplementary 
guestion to that. On all occasions has what has been passed 
through peen the 85 per cent of the value, do you Know? 


Moe ooomervilliecerelaramnnot.-into that, -*sir?’>o We¥ havert’ a 
finance man who looks after that. I am just talking about the 
feelings that come to me, reported to me aS chairman, from 
individual people. The fine print someone else looks after. 


Mr. Swart: DO you kKnow anything about the sales, wnetner 
there has been an increase in the value each time? 


Mr. Somerville: We would expect so. 
Mr. Swart: You cannot give any figures on that? 


Mr. Somerville: I do Know we had arent committee 
meeting last Tuesday night and out of 18 people who attended, ll 
were being overcharged or had been overcharged amounts as much as 
$500, $600, $700 or $900 in the past since this landlord-- 


Mr. Swart: Illegal rents? 
Mr. Somerville: Rent roulette. Take your chances. 


Mr. Spensieri: We have heard the word "flipping" being 
‘used and no doubt it has become a very dirty word. I would just 
like to understand from the man on the street's perspective, do 
you feel that five transactions, say in 15 years, qualifies as 
flipping? Wnat would be your assessment of what a fair period of 
holding a piece of property snould be? 


Mr. Somerville: It all depends on tne landlord, I 
Suppose. It has been a hot property. Someone has seen it as a 
valuable investment. He gets in, takes whatever ne can and nands 
it on to the next. It never changed hands at a loss, that is for 
certain. 
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It is a very modest building, no swimming pool, no sauna, no 
tennis» courts / or ~anytning: bike: fthat;:v but saltesstil leescems: (COabe 
guite desirable to would-be investors. 


Mr. ‘Brandt: sCoul@= you gives )usizanw indication’ y.during:» the 
course of tne time tnat you nave been a resident of the building 
of now your rent increases would have reflected the flips tnat 
took place? What I am suggesting is, could you perhaps align it 
with tne consumer price index or some other factor? 


What was the impact on your rent through the course of those 
years as a result of these various transactions which we cannot 
gets a, dollar tigure-—- 


Mr. Somerville? +It *came**in. in’.19769) Petor ‘to -that*"1t© nad 
been something like 10 per cent or 15 per cent. We are up against 
the same problem as any apartment. You moved in June, I came in 
January, someone else came in July, everyone is running on a 
different year. To try and compare who did what and when is very 
difficult tovascertain. 


Mr. Brandt: Would it have been an experience where your 
actual increases would nave been above the consumer price index as 
an example, or the level of inflation? I am just wondering wnat 
the impact was on you. 


Mr. Somerville: I am afraid I could not anSwer that, sir. 


Mr. Elston: IE have a couple of questions, Mr. 
Somerville, You made one reference to the maintenance about the 
windows for instance. Are there other serious problems with the 
building now? 


Mr. Somerville: We had a mobile electric chair, the 
elevator, If 1t rained heavily, the basement flooded, you sat in 
the elevator and it was like Sing-Sing. Tne elevator was stopped. 
We were told not to use it because it was life-threatening. Fire 
doors nung open for a year, We complained consistently but nothing 
Nnappened. Finally on tne Fire extinguishers we called the Toronto 
Fire Prevention Bureau. They were up there within two days ana the 
landlord was told to change them and did. 


Mr. Elston; So in terms of the response which you have 
gotten with respect to this building has come really from 
third-party intervention rather than from direct consultation 
witn=- : 


Mee Somerville ss,;Peopledshave qmactuallye-gotestidesstabiing 
out of their bathtub, shattered plaster for four or five years and 
nothing was done. It just sits there. 








Mr. Elstons: So this has not peen a well-maintained 
apartinent bullding, even though it nas been-- 


Mr. Somerville: Up until. 1979 possibly. A. E. LePage, 
the manager for the second last owner, did a creditable job. But 
outdoors after that, all the landscaping, the trees and the shrubs 
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died. It lookea like the Sahara desert. The garbage had old, 
discarded fridges and sofas piled up, junked cars sitting in the 
lot--there is not enough parking as it is. We have a photographic 
album of all that stuff, yet the rent kept going up and up and up. 


Mrs Chairman: Thank syous 4b amisorry itis 4s 


The next group is the Union of Unemployed Workers. Richard 
Nellis, would you come forward? Thank you. 


Mr. Nellis has a brief. It is being photocopied and will be 
circulated aS soon as it iS back. That will be exnibit 3. Carry on 
if you would please, Mr. Nellis. 


Mr. Nellis: Tnank you, Mr. Chairman. Just give me a 
chance to switch glasses here. 


I would like to begin our submission py describing what the 
Union of Unemployed Workers iS. We are a group of people from 
downtown Toronto who nave decided that this government is doing 
nothing for the unemployed and we had best help ourselves. As 
such, «one? of) our, objectives.is to, bring—public,. attention,.to, the 
needs of unemployed and underemployed men and women. AS part of 
that objective, we felt the imperative need to address this 
committee on the subject at hand. 


First, let me say it gives me a certain amount of pleasure 
and satisfaction to be addressing the committee on this issue. It 
is the second time I have had such an opportunity. Tne first time 
was in 1976 when rent controls were first being contemplated as a 
solution “to van increasingly. difficult .situation. for tenants. I 
spoke in favour of the introduction of controls. 


I remember guite clearly that landlord and developer groups 
appeared before the committee with a parade of facts and figures 
which tended to prove that Armageddon was on the immediate horizon 
with the advent of rent controls. Well, here we are six years 
later and there are no slums, aS was predicted. Tne same low 
vacancy rate that existed then exists now, and there are few, if 
any, bankrupt landlords. The opposite seems to have taken place. 


The rent review legislation that was enacted at that time 
enabled landlords to pass increased costs onto tenants and based 
on the Residential Tenancy Commission's yearly statements, this 
has been happening--with a vengeance, I may add. No landlora is 
permitted to lose money. No landlord suffers from large increases 
in municipal taxes. No landlord must carry enormous increases in 
mortgage costs. No landlord pays outrageous hikes in heating 
costs. All of these costs can be and are passed on to tenants by 
the rent review commission. 


Tenants are carrying the increases in costs at a time when 
Many tenants are not in a position financially to be able to so 
do. In recent times with unemployment deepening and with inflation 
growing, with the purchasing power of the dollar slipping, many 
tenants are now economically worse off than they were in 1976. 
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If this government, in its desire to truly bring costs under 
control, thereby reducing the inflationary spiral, wishes it so, 
we urge you to broaden the scope of this legislation that is being 
discussed here to: 


1. Freeze allowable rental increases to a maximum of s1x per 
cent in 1983 and five per cent in 1984. That is for all tenants in 
the province. 


2. Roll back all allowed rental increases as of October 1, 
1982 to the above six per cent. 


3. Amend the existing legislation to provide for severe--and 
I mean severe--financial punishments to any landlord who 
disregards that legislation. 


To forestall any cries of governmental intervention in the 
free market, I give you the recent example of the legislated wage 
controls on public servants. Let the password be that Bill 198 
equals Bill 179. And I have a further submission as a specific 
example of the particulars I have been talking about. 


42205) 6M. 


Unfortunately I did not get a copy to the clerk but I am 
sure you gentlemen will be given a copy later. It is a specific 
example presented to me by the Centurion Tenant Association. They 
are at 433 Jarvis Street in Toronto and represent an apartment 
block of 135 units. They fully endorse the five per cent rent 
increase limit as proposed by the Federation of Metro Tenants’ 
Associations. 


In 1981 the landlord, O'Snanter Development Co., applied for 
and was awarded a 30 per cent rental increase. In the latter part 
of September 1982, just before the Cadillac issue made the 
headlines, O'Shanter applied for another 30 per cent rental 
increase, 


At this time, the tenants in that building are not covered 
under the provisions made to protect the tenants of Cadillac 
Fairview from large rent increases, They missed the deadline by 
less than six weeks, The matter of their proposed 30 per cent 
increase is still under review by the Residential Tenancy 
Commission. Most working people and MPPS have not had a 60 per 
cent plus pay increase over the last two years. Neither nas 
inflation or the interest rates soared to anywhere near 60 per 
cent in that time. 


The federal and provincial governments nave urged everyone 
to practise restraint. Many sectors of the economy have, witn the 
direct result that most tenants at 433 Jarvis Street are limited 
to small pay increases at best. They feel a five per cent limit on 
rent increases is a fair and reasonable solution in support of 
governmental restraint programs. 


a Suggestions have already been made by some tenants of that 
Oullding to hold aa rentiestriakecsif aithe piproposedmm307 aper mcent 
increase 1S implemented. They assure me their situation 1s 
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serious. It 1S a measure of their desperation felt by their people 
who cannot afford to move and cannot find other suitable housing 
anyway, and even now, cannot easily pay the rents demanded ot 
them. Tne feeling of frustration is understandable. 


O'Shanter is remortgaging the building to raise additional 
cash, not to upgrade deficient basic services such as_ an 
inadequate supply of hot water. A little aside: the hot water 
temperature for the whole of the last weekend was no hotter than 
26 degrees centigrade, about 80 degrees Fahrenheit. Tne water 
Supply was still not repaired this morning. 


O'Shanter is remortaging the building to buy more property. 
The tenants want to Know what your committee feels about a 30 per 
cent rent increase in line with the six and five program. They do 
not feel it is in line and they ask if it will take a change in 
government to open the eyes of people in power. Will it then have 
been too late to do something? Thank you. 


Mr. Swart: Did you hear Mr. Somerville's presentation 
immediately prior to yours? Would you be in agreement with him 
that the limiting of this bill or any limit on rents to only those 
who did a double flip since 1979 is totally inadequate? 


MeperNeLiiS:: GLO Gist discriminatory “)Itsis-a discriminatory 
bill, gentlemen. It is not only the tenants of Cadillac Fairview 
who have been suffering from this kind of flip-over but all 
tenants in the province. 


Mrae oWart >. esecond; sel: tpresume=sfrom* «wnat vou say, iyou 
would agree with what the NDP are proposing that there should be a 
five per cent limit period, regardless? 


Mr. Nellis: Absolutely, regardless of allowing the six 
per cent this year. If it was five per cent, my group would be 
happier. 


Mrworwart: oF inal lyeorswould » like mto > hear yours sgeneral 
comments on what you feel about the controlling inflation by wage 
restraint only. 


Mr. Nellis: It is not something I can repeat publicly, 
Mr. Swart. 


Mr. Chairman: Any more questions? If not, thank you very 
much for your presentation. 


We are five minutes’ early. Is the next group’ from 
Bathurst-Eglinton Tenants' Association ready to gO on? Kay 
Gardner, organizer, and Richard Fink, solicitor? Thank you. Sit 
down and identify yourselves to the people here. 


Ms. Gardner: My name is Kay Gardner. I am an organizer 
of tenants in tne Bathurst and Eglinton area. Mr. Chairman and 
members of the committee-- 


Mr. Chairman: This is exhibit 4 being circulated. 
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Ms. Gardner: For the past two years, tne tenants in my 
neighbourhood have been under attack, the ViCGCInNes SOL. LaWoLora 
greed. Tne Ontario government has, in spite of the tenants' many 
pleas for help, ignored their plight and has refused them the 
protection they need and deserve. 


In one building after another, absolutely unreasonable rent 
increases have been imposed on the tenants. Often the same tenants 
have been victimized by big increases two yearS in a row and, in 
some cases, three years in a row. These tenants have come to 
regard rent review as a cynical farce, and who can blame them? 


In four of our buildings, the tenants have lived in fear of 
losing their homes for more than two years. Tnese four buildings 
have been marked for demolition for 28 months. The tenants have 
made many appeals to their MPP, Roy McMurtry, to nelp save their 
homes, but these go unanswered. 


Rent ripoffs nave become a way of life in our neignbourhood. 
Only occasionally nave we been aole to win a small victory at rent 
review. One such modest triumph came this month when a 
commissioner reduced a landlord's claim of having spent $20,000 on 
roof repairs to $500. The Attorney General knows the facts of this 
case, and we are curious to see if ne takes some action against 
this landlord. 


Fifteen per cent rent increases are widespread in our 
neighbourhood, and 20 and 30 per cent increases are not uncommon. 
Many cenants have nad rent increases amounting to $100, $125 and 
even $150 a month. 


Take this example of a 73-year-old widow who lives at 2121 
Bathurst Street. Her rent was increased by $157 a month, from $408 
to $565. This rent review decision is now under appeal. In the 
meantime, she has been served with notice of another six per cent 
increase, amounting to $33.90. This will raise her rent to 
$598.90. The total increase for two years is $190.90. That is a 47 
per cent increase over two years, and there are no mortgage costs 
here, Let me assure you that such cases are not rare in this 
neighbourhood. 


Nor, would it seem, is it rare in others. I nave just had a 
cry for help from a widow who is paying $437 a month for a 
one-bedroom apartment at Tower Hill West, 335 St. Clair Avenue 
West. She has been served notice of a rent increase of $258 a 
month, raising hec rent to $695. Two-bedroom apartments in that 
building are being raised to $1,060 a month. 


Even aS I was writing this brief, a woman who lives across 
the hall from me knocked on my door to tell me hec rent has been 
increased by another $28 a month for the next year, even while she 
awaits a rent review decision on an increase of $101 demanded for 
Enis past year. There is no end to these horror stories. 


YOu are aware, I am Sure, that in the year ending last March 
the average rent increase which was given by the rent review board 
of Ontario was 14.7 per cent, The average for Metro Toronto must 
be much higher. What will the figures show tnis March? I am sure 
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it will be very shocking. How are people going to go on paying 
these rent increases year after year? How, especially, can seniors 
hope to pay them? 


Fifty per cent of all tne tenants in my neighbourhood are 
over 65 years old, according to a survey done by the city of 
Toronto. These elderly people are worried. They do not know which 
way to turn. They are worrieaq and tney are angry. They feel we 
have petrayed them. 


I would like to use this forum, witn respect, to warn Mr. 
Davis and his government that you are risking a major social 
catastrophe by your failure to put a stop to rent gouging, by your 
failure to create a rent control system that really does control 
the rents and protects tenants from speculators. 


43730 p.m. 


We are approaching that stage when tenants, especially the 
elderly, will not be able to pay their rents. Are we going to put 
them out on the street? Many have already been driven into homes 
for the elderly before they want to move. Many are already cutting 
back on food. 


Tenants are going to fignt back. We are already conducting 
Our first rent strike in the Bathurst-Eglinton area. One of the 
Strikers is in her eighties. There will be more strikes and there 
will be more demonstrations, and all of a peaceful nature. 


Bill 198 will not solve the problem, nor can we wait until a 
royal commission decides what should be done. Legislation shoulda 
be enacted now to place a five per cent limit on all rent 
increases. 


Why should landlords be allowea to live in a 20, 30 or 40 
per cent world while the government asks us to live in a five per 
cent. world? “The,..campaign Lora five per cent limit on all rent 
increases is gathering wide support. Mayor Art Eggleton endorsed 
this proposal on November 29 at a public meeting at Forest Hill 
Collegiate Institute and he said the limit should be imposed in 
L3o ss 


We do not believe tenants should have to pay a penny more 
towards the refinancing costs if an apartment building is sold. Is 
my apartment any larger or better? Of course not. Why snhoula I pay 
a five per cent increase just because I have a new landlord? Is 
one numbered company any better than another numbered company? 


Bill 198 should also be amended to prevent demolition of 
sound apartment buildings until the housing crisis 1s resolved. 
The city of Toronto asked the provincial government for that power 
as long ago as October 1981 and still awaits a decision. 


This reguest arose out of our fight to save 790, 800 and 840 
Eglinton Avenue West and 2525 Bathurst Street from demolition. In 
peril are 168 apartment units, sufficient housing for more than 
300 people. 
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We have been appealing to the government of Ontario through 
our MPP, Mr. Roy McMurtry, to save these buildings since August 
1980. We have made appeal after appeal, and nothing happens. The 
tenants. are left to live in uncertainty. It is unfair and it, is 
even callous to treat the tenants in this way. 


Even as we are meeting here, the wreckers are finishing the 
demolition of an apartment building at 118 Eglinton Avenue West. 
We also sought Mr. McMurtry's help in saving this bullding. It is 
ironic to note that one of the tenants, an old age pensioner, was 
given a 100 per cent rent increase, approved py rent review, at 
about the same time as ne got his eviction notice. 


Tenants need your help, and the full protection of the 
government. We appeal to you to support a five per cent limit on 
rent increases now and legislation to prevent demolition of 
affordable rental housing. 


Mr. Pnilip: Kay--and maybe Richard Fink might comment on 
this--the olast, \part. of: your brief. (deals@ with Jcne. Needou LOL 
demolition controls. Do you see any way in which this bill could 
be amended to put in what Bill Prl3 was trying to do? That bill 
was never dealt with adequately by this committee. 


Mr. Fink: The bill could be amended to add Ms. Fisn's 
bill for demolition controls. That would be a friendly amendment 
as far as this side of the table goes. I am not certain about the 
other side. 


Mr. Philip: Since you can only amend those sections of 
an act that are being amended by the government's bill, where 
would you put in such an amendment? Have you examined that? 


Mr. Fink: I have not examined that, but one would feel 
that if the rent review were to remain, you woulda have to protect 
the existing stock. If the existing stock is allowed to fall, then 
there. will be no. rent. controls..on.the. mew..stock. arriving. So, 
although it would take some stretching, it would be possible to 
make that amendment, 


Mr. Pnilip: Since the minister has a study under way on 
tne proodlems involved in the Landlord and Tenant Act and the 
Residential Tenancies Act, wouldn't the easiest way of dealing 
with the demolition problem be a guick five per cent freeze, with 
the, government ». promising . to. Dring ein ~ Rib” spel which esis sa 
separate act? 


Ms. Gardner: That would seem reasonable, 

Mr. Philip: That would be acceptable to you? 

Ms. Gardner: 1 chink (so, 

Tne Acting Chairman (Mr. Brandt): I think Mr. Epp was 
the next speaker. I am taking over for the chairman, and I did not 


have an Opportunity to recognize any earlier hand. So Mr. Epp is 
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Mo san Epps) > Thank) s:you,, “Mr. Chairman. Last Thursday, I 
indicated tnat we would be bringing in amenaments to incorporate 
Pris: fintoythis»-bill,..if- possiple. I am not.sure whether it. is 
going to be ruled out of order. Nevertheless, we nave our 
amendments ready to be placed on the record tonignt, so we hope we 
are going to be able to incorporate those amendments in that bill. 
We Shall try our best. 


Ms. Gardner: We, the tenants of Bathurst and Eglinton, 
much appreciate that. Our slogan for the past few years has been, 
"Apartments are homes too," pecause we were not sure we would have 
a place to live for a while. Tney have buildings sold every year. 


Mr. Fink: I wonder if I might address the committee for 
a few minutes, if we are not out of time yet. I think we still 
have three or four minutes, or whatever. 


I should like to talk to you about one particular building, 
1731 Victoria Park Avenue. I notice the landlord's agent, Mr. 
Sand, is here in the audience today. 


The building represents the abuses of the residential 
tenancy system as it now exists. The way that building is being 
dealt with by tne commission supports tne thesis I have been 
making that the commission must be abolished and a six per cent 
ceiling should be in place. 


I do not say that lightly, because half of my practice now 
is before the ReSidential Tenancy Commission. I can assure you 
that I am being paid for my time twice wnat I am being paid by the 
Ontario legal aid plan. Nevertheless it is more important for the 
clients I represent that this commission be abolished. 


There are two reasons why this building illustrates my 
thesis. Tne first is, aS the members are aware, that there was a 
Change from three years to five years. Under the old system's 
guidelines, losses could be amortized over three years. Tnat has 
been changed for all hearings since November 16, I believe, to 
five years. 


The guestion is, when is three years five years? Three years 
is five years for the Residential Tenancy Commission, and let me 
explain to you why. 


At number 1731, the pbuilding was bought in June or July 
1981. The commissioner therefore stated that the tenants, in their 
current rent increase, beginning in approximately October 1982 and 
stretching over the following year as different units come into 
line, should pick up 22 months out of 60, or in other words a 
third of the financial loss of the landlord. 


So rather than spreading it over three years, he felt it 
should be spread over five years. The reasoning there is that the 
final rent increase will not come into effect until 22 months 
after the purchase. Therefore, these 22 months, being the time 
when the rent increase comes into effect over five years of 
months, which is 60, comes up with a third. That means the tenants 
will be paying for this loss in tnree years. 
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Tne guidelines themselves say the loss snouldad be picked up 
over a period of five years. It does not delineate whether that 
should be over a period of five years since tne purchase, or over 
a period of five years of applications. However, this particular 
commissioner has decided that it should be five years since the 
purchase and that the number of montns should be counted until the 
final rent increase comes into effect. 


Thes-effect ofe*this is «that. itheseisparticulari i tenants® are 
facing 25 per cent rent increases. They are not covered by the 
five-year cap. 


This is an obvious situation of the commission bending over 
backwards to nelp the landlords and not the tenants, and it 
happens all the time. 


I was very Surprised. This application was one of the first 
I had seen from a consultant from these landlords who did not ask 
for carpeting. The consultants almost always ask for carpeting. 
The reason is that carpeting automatically allows three per cent 
added to rents. Every pbuilding can stand carpeting. Even if the 
carpeting is only one or two years old, the landlords are free to 
Say they want to put in new carpeting. Carpeting nas never been 
rejected by the commission, to my Knowledge. 


4:40 p.m. 


So even under the new system, you have an automatic increase 
of 14 per cent without blinking an eye; six per cent for 
Operating; five per cent for the maximum of the financing; and 
three per cent for carpeting. You can use your imagination after 
that. 


At 1731 the tenants there do their own repairs. The 
landlord's own figures show he only spent approximately $7,000 on 
126 units over the course of one year. If you figure that out per 
unit,. 1t . wouldn't Seven paint sone i walleein Jone suniecglt seis 
practically nil. The landlord paid absolutely nothing for painting 
in one year and then had the audacity to say he was increasing 
that to $1,000 next year. 


Tnere are tenants who are facing large rent increases to pay 
the landlord*s ‘refinancing. "[Ris@ is the second, point Ol - wish ito 
make. Tne refinancing ints this#iiparticular® thudldings!*wasieed 
shareholders’ loan. The landlord, which is a company, paid $2 
million for the property. Of that, $1.4 million was the mortgage 
dack to the vendor; $300,000 was cash: and $300,000 came from the 
only two shareholders in the company. So what the landlord was 
seeking was tnat the sSharenolders who loaned the company money 
snould have the interest paid py the” tenants’ “for this 
Snarehnolders' loan. 


It's not a case of a phoney mortgage, it's a case of a 
Creative mortgage. It is created to assist the landlord in rent 
review, The mortgage wasn't a mortgage, it wasS a nonsecured 
debenture. It's not even registered with the PPSA, but it still 
Sits there--I waS shocked that the commissioner, rcather than 
listening to an hour of argument and naving to go through facts as 
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to who the sharenolders are and their relations, etc., did not 
tnrow this piece of financing out as soon as its exact nature 
became apparent. I wasS shocked and amazed. 


I saw one commissioner dao that, so [I can't say all the 
commissioners show this type of attitude, but the fact that some 
do is enough for me to say to my clients--even if I personally 
have to suffer financially--that we cannot trust people's rents, 
which are people's lives as Kay has pointed out, with this 
commission. Tnank you. 


The Acting Chairman: Tnank you, Mr. Fink. Tne time nas 
expired on this presentation. Mr. Swart, did you-- 


ME eh aswarts } SENOUGNt 47Ch Ts =went.2<to lia 4.quarter ctop’=Mry 
Chairman. 


THEVywACoany -Chaifians-“l “came — ati a ~ “Little “tate, ~ prt “Z 
received information that it started at 4:25 p.m. If that's 
correct, I have actually allowed him to go a few minutes over. I 
didn't have your name on the list, so in recognition of that, how 
about if I put you at the top of the list for the next group? 


Mr. Swart: Well, I'm not Sure. 


The Acting Chairman: It may not be the same guestion, 
but sometimes the questions have a certain element of-- 


Mr. Swart: If you were running two or three minutes 
ahead perhaps you would permit-- 


The Acting Chairman: We're not running that much anead. 
Let's make it a snort question-- 


My. Pink: P' i -givera’ short answer. 


The Acting Chairman: --then in deference to the 
co-operative spirit we have here today. Mr. Swart, a quick 
question and a brief answer, please. 


Mr. Swart: What percentage of the apartments where you 
represent the tenants, will this bill nelp, even in a minimal way? 


Mr. WARInk=SeTt Swill ibel ofimassistance« ‘to “probably. "75: «per 
cent of the tenants I represent, in that it will lower the rent 
increase they would otherwise receive; 25 per cent will be 
unassisted. 


Mr. Swart: You talked about a demolition problem. Is 
this used as sort of a plackmail in raising rents? 


Mr. Fink: There are three buildings that are presently 
under threat of demolition. The solicitor for the landlord told us 
at the rent review hearing in 1978 that if he did not receive his 
increase he would demolish the building. I laughed at him. I don't 
listen to landlords' threats, but that one came true. 


Mr. Swart: They do use it as plackmail. 
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The Acting Chairman: Thank, “syou .Mveryeu much  foraecvour 
presentation. The next group we have is from City Park Tenants’ 
Association. Michael Engelberg, I believe, is the solicitor acting 
on behalf ot that group and will make the presentation. 


Mr. Chairman: I would just advise the members of the 
committee that we do not have a written submission from Mr. 
Engelberg. Whenever you are ready, Sir, you can proceed. 


Mr. Engelberg: Mr. Minister, Mr. Chairman and members of 
the committee, I want to speak very briefly--and this is why I 
have not brougnt copies of all the documents with me--about tne 
nature of the transactions that can be entered into by landlords 
and by vendors of buildings with which the legislation must be 
concerned. 


I represent the City Park Tenants" Association, which is a 
complex of three buildings on Church and Alexander Streets, 
approximately 770 apartments with over 1,100 residents. 


They are in the position of having had their buildings sold 
in June of this year, voefore this proposed legislation purports to 
affect transactions. Their bduildings had been owned for many years 
by a Swiss corporation. A sale took place on June ll, 1982, to a 
numbered company. 


Again, we have the situation similar to the Cadillac 
Fairview transaction, where a solicitor is the incorporator and 
only director of the numbered company, so that we do not Know who 
the beneficial owners of the building are. 


I believe that the sale took place for some $21 million. The 
exact amount is not relevant. It covered not only the three 
apartment buildings downtown on Church and Alexander Streets but 
also another building on Christie Street. 


To snow you the sort of problem we are faced with, which I 
believe the present guidelines, the Residential Tenancies Act and 
even the proposed act are not equipped to deal with, the three 
buildings downtown were immediately leased on the same day, the 
next instrument number at the registry office, for $7 million 
each, with, ayparkingwlot. for 0$27245,000 ;athere, is amtorat aright 
there of $23,245,000, which already represented a profit. 


The problem that we are faced with is that the tenants do 
not Know whether the allocation of the price for the leases was 
proper. We do not how much to attribute to each of the three 
oulldings downtown. We do not know now much to attribute to the 
packing lot and we do not Know how much is attributed to the 
oOullding on Christie Street. 


It looks very quickly as if there was a turnover of 
approximately millions of dollars in profit, depending on the 
value of .sthe...Christie “Street! building.. The “Christie ‘street 
bullding was, I believe, sold directly to Greymac Corp. The three 
dbulldings downtown that I have spoken of were leased for 20 years, 
ll months and 29 days. In that way, the jurisdiction of the 
planning act is avoided. Tney were leased for $7 million each for 
that period of time. 
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There are numerous clauses in the leases, and I do not think 
that it is necessary to go into them now. One of the buildings, at 
31 Alexander Street, was leased to Seaway Real Property Co. Ltd., 
Seaway Mortgage Corp., Seaway Trust Co., Greymac Trust Co. ana 
Greymac Mortgage Corp. 


Tne building at 484 Church Street was leased to four 
different Greymac companies. Tne building at 51 Alexander Street 
was leased to four different Seaway companies. Tne buildings tnat 
were leased to four Seaway companies were mortgaged to a Greymac 
company and the pbuilding tnat was leased to the Greymac company 
was mortgaged to Seaway. 


We have a very interesting transaction here. It is certainly 
clear that all of it is part and parcel of one design. It is very 
difficult for the tenants, under the present legislation, to 
figure out the true meaning of these. I believe, from my 
experience on tne Residential Tenancy Commission, that the truth 
will not necessarily come out there either. 


There is one thing, and one thing only apparently, that 
protects the people I represent under the new legislation. This is 
the fact that when the buildings were leased by the numbered 
company to the various Seaway and Greymac companies for $7 
million, for one day snort of 21 years, the leases provided that 
at any time during that period,the Greymac and Seaway 
companies--whichever one happened to be the lessee of that 
respective building--could buy the building for $l. 


4:50 p.m. 


I guery whether that is another sale, whether it is really a 
mortgage, Or what the nature of that transaction really is. I 
believe, in conversations with the people in the Ontario 
government, that the people I represent may be protected under 
subclause DUD ye (ek) of the proposed bids Even though the 
application for review by the landlord was made before October 3l, 
1982, the people I represent appear to live in buildings that have 
been sold more than once within the relevant period of time. 


I am not certain whether that is the fact and whether this 
will cover the people that I represent in the City Park buildings 
Or not. Will the residential tenancy commissioner consider that 
two instruments registered at the land registry office on one day, 
being a deed and a lease, will constitute two transactions within 
the meaning of the proposed bill? Certainly under the definition 
of the word "purcnase", it is proposed that it will cover not only 
a "transfer, assignment or otherwise", but also “an option to 
purchase." 


I cannot be certain what decision will be taken by the 
commissioner, whether he will decide that a deed registered at 
11:15 a.m. is one sale, and that the lease which nappens to have 
in it an option to purchase given to the lessee, registered one 
minute later, will constitute another sale. I am pointing this out 
to you because I have some concern over the way the proposed 
legislation is draftea, and whether transactions like the one I am 
involved in will be covered. 
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I believe that tne transaction I am Speaking about is a very 
sophisticated transaction. It took place before the Cadillac 
Fairview sales in October and November. It certainly got a lot 
less publicity tnan they did because it took place 1n June. Also, 
instead of involving 10,000 units, it involved 770, which i Sava 
considerable number. 


The transaction I am speaking about did not end there. Tnree 
months later, during the month of September, the leases were 
further assigned by the Greymac companies to a man named Timothy 
Howard in trust. Tne last time I checked the title, which was a 
couple of weeks ago--and by the way, this is the only way we or 
any tenant can find out whether things have taken place with 
regard to a building; to keep going tothe» registry office doing 
searches and seeing what you can turn up--they had been assigned 
to one Timothy Howard in trust, as I said. 


Again, we don't know who Timothy Howard is holding in trust 
for. In fact, at the time I did the searches, I did not Know who 
Timothy Howard was. I am now advised that Timotny Howard is a 
Qirector or officer of Kilderkin Investments Ltd., which led me to 
believe that there waS perhaps more of a connection with the 
Cadillac Fairview type of transaction than we naa thought 
Originally. 


After the leases were assigned to Mr. Howard, ne then 
assigned to Greymac and mortgaged to Greymac by way of sublease 
all nis interest in those buildings for another $8,750,000, 
secured by way of mortgage. Therefore, Greymac assigned the lease 
to Mr. Howard. Mr. Howarca took it; we don't Know wno he naolds in 
trust for. He then mortgaged it back to Greymac. 


The difficulty that a residential tenancy commissioner is 
faced with is how he can ascertain the true nature of the 
transaction. [If the tenants are to bode adequately represented at 
the hearing, now can they find out what took place other than by 
accepting somebody's word for it? 


Similarly, each time one of these transactions takes place, 
a different number of millions of dollars is used as a figure. The 
tenants are faced with the problem of determining how much of it 
represents the sale in the value of the building, how mucn of it 
represents value as a mortgage, and now much of it represents 
value as a lease. 


All those considerations must be considered by the 
commissioner, I don't Know of any effective means at nis disposal 
at this point that will enable him to do that. Certainly, the onus 
cannot be on tenants to go out and retain property evaluators to 
try to determine now much each ot these buildings is worth and now 
much a lease for 21 years is worth when it contains in it the 
cight to buy the building for $1 at any time. 


In addition, when the matter does come up for the hearing in 
January or February 1983, oc whenever it may come up, it will 
involve only the three ouildings downtown. What means do tne 
tenants or the commissioner nave to determine what value to 
apportion to the building on Christie Street in order to determine 
wnat exchange of property and money took place? 


ae 


I realize that this submission may sound particular in that 
it deals with the three buildings and the clients I represent. 
That's why I'm here today, to speak on their behalf, and not on 
behalf of anyone for the general problems faced by either the 
present or proposed legislation. 


I pelieve that a look at this transaction will point out to 
you, the committee members, many of the problems that can come up 
in other rent review hearings. Wnen you nave ae_=e sophisticated 
transaction like this where there are options to purchase; 
mortgages; mortgages of leases; mortgages of realty; assignments 
of leases, and people holding in trust for unnamed people, there 
is a lot of work to do, and a‘lot of expectation put upon the 
residential tenancy commissioner. 


Frankly, I don't see how he can discharge that onus being 
placed on him under the proposed legislation. I also don't know 
how anyone acting on behalf of residents and tenants of buildings 
can find out the trutn for himself or for them so that he can make 
adeguate submissions to the commissioner for the commissioner's 
consideration. 


Similarly, I'm concerned with the wording of the legislation 
so that they don't want anybody to be able to argue on behalf of 
the landlord. When several transactions take place in one day, it 
is not by way of deed but by way of lease or mortgage, which may 
not really be a lease or mortgage, that such a transaction may not 
be covered. 


My clients appear to have been lucky because of the fact 
that, in tneir particular assignment of lease, there happens to be 
an option to purchase the building for $1. Therefore, I believe 
that their transaction comes within the proposed legislation. 
However, I would submit tnat the test of whether another sale nas 
taken place should not necessarily be whether or not there is an 
option-to-purchase clause in one of the instruments that nas been 
registered on title. 


Mr. Spensieri:s: You may have been here before when we 
heard Mr. Doumani, the previous solicitor, who made submissions 
that sometimes a mere assignment of an offer to a numbered company 
INay constitute a purchase. He seemed to be very worried about the 
conseguences of those kinds of unintended labelling of a purcnase. 


you point out, on the other hand, the exact converse of the 
problem. Many transactions whicn are not coucned in the form of a 
purchase are, in fact, purchases, such as your assignment of lease 
Situation. Tnere are various other commercial documentS we can 
think of, such as the classical man of straw and the mortgagee 
being in fact the real owner, that sort of Oklahoma situation. 


It seems that we should really be looking very carefully at 
this definition of "purchases." All of us who have haa commercial 
practice know that purchases can be conducted in very many ways 
other than through the traditional purchase document, such as a 


deed. 
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5 p.m. 

Perhaps you could just point out to us wnether you have seen 
any other type of arrangements besides tnose two, the lease 
transaction which you describea so well in your case and the large 
mortgage transactions of the straw man type of ownership. Are 
there any other tnings that we should be looking for as we're 
dealing witn this legislation? 


Mr. Engelberg: I am perhaps the wrong person to ask in 
that I am a litigation lawyer, not a corporate commercial lawyer. 
Tney are the ones who are very skilled at drafting agreements and 
instruments which may be perfectly legitimate from the standpoint 
of tax planning purposes, but which may in effect nave different 
purposes or different effects when it comes to rent review. Other 
than putting certain clauses in assignments, leases, or mortgages, 
no different instruments come to mind. 


I think that people and lawyers, in setting up these 
transactions, can be aS Creative as possible. I was involved in a 
rent review nearing earlier this year where corporations, in which 
parents ana children were involved, transferred apartment 
buildings to corporations in which the same parents and children 
were involved. Tne guestion was whether any sale had really taken 
place. 


In that case, it was obvious to me that the transaction had 
been set up that way for tax planning purposes by a wealthy 
Family, and that avoiding rent review or passing along bigger 
increases wasS not what either the parents or the children had in 
mind. 


Mr. Chairman: I must stop you in tairness to everybody 
else, Thank you. I hope you answered enough of Mr. Spensieri's 
question, 


Mr. Spensieri: I nave just a very simple supplementary, 
Mr, Chairman, 








Mr. Chairman: Not really, I'm sorry, There are other 


people I’m cutting off. Mr. Swart, no. I'm sorry, we're already a 


minute over for the next group. 

We nave the Federation Of Ottawa-Carleton Tenants' 
Associations, Tom Trottier is the president. Do you have a written 
brief,.~Mr... Trottier? 

Mr. Trottier: Yes, we do. 


Mr. Chairman: You already have numerous copies? 


Mr. Trottier: Yes. 





Mr . Chairman; Thank you. Tne clerk will distribute them. 
That will be exhibit 5. Be seated, please. Do you want to sit at a 
miccophone, please? 
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Mr. Philip: Can you inform us? What was our 
understanding about the O'Shanter Development Company? Are they 
being rescheduled? 


Mr. Chairman: No, they're at 5:15 p.m. 
Mr. Philip: He's there right now. 


Mi Chailman:s It's “Live ‘O'ctock "Carry on; *-please;"' Mry 
Trottier. 


Mr. LIOLe Ler : My name is Tom TEOCELIEr. I am the 
chairperson of tne Federation of Ottawa-Carleton Tenants' 
Associations. This iS an umbrella group in the Ottawa-Carleton 
regional municipality. We consist of nine associations with about 
4,400 units as members. I represent about 12,000 tenants. 


We formed earlier this year, largely as a result of our 
associations having to go to rent review. Tne situation in Ottawa 
was that two years ago the vacancy rate was 3.7 per cent. Now it's 
the lowest in the country at 0.2 per cent. 


Ottawa, aS you can appreciate, iS a government town. Most of 
tne employees, if they're not covered by the six and five per cent 
guidelines of the federal government, are among a substantial 
number of municipal and provincial employees covered by the five 
per cent of the provincial government. 


We are also guite hard hit by rent increases. Tne last 
statistics from the Residential Tenancy Commission indicated that 
the average increase in Ottawa-Carleton was about 16 per cent, 
which is about two per cent over the provincial average. I'm sure 
you can appreciate the difference between 16 per cent and five per 
cent. We're very much in favour of a five per cent limit on all 
rent. It seems to me that if you want to control inflation, you 
have to control prices. 


It seems to me that there is now machinery in place that can 
do that. It's easy to apply. I agree that it will cause hardship 
to some landlords over tne next year, Or however long the 
provincial restraint legislation applies, but that's what should 
be done. 


With that as a preface, I would like to get on to the bill. 
We would like to say, "Thank you, Dr. Elgie," because we do tnink 
that limiting these increases due to new purchases to a five per 
cent increase on rent is a step forward. It protects tenants and 
will prevent landlords from taking tne example of Cadillac 
Fairview in this instance. It seems to me that, instead of October 
Zbpjeckt™ Should = be applied) to* all » future»! decisions “of the 
Residential Tenancy Commission. 


It seems to me that this is something that can be done. I 
don't see that it involves a lot of change. It will involve 
hardship to landlords. We are undergoing a lot of nhnardship 
ourselves here. It's not alone for tenants to nave to bear the 16 
per cent increases wnile other people get off scot-free. 
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Regarding tne Cadillac Fairview tning, Cadillac Fairview 
also sold two buildings to Urbandale Realty Corp. Ltd. in Ottawa. 
Tnese are the Watergate and the Seigniory on Wortemburg Road. They 
also applied for rent review, but before the October 31 deadline. 


Tney were originally facing increases of something like 30 
and 40 per cent. tine landlord has since reduced this tO an average 
of, about 20 per cent... Even, So, these are due largely~to-—-the- new 
financing. In fact, even with the 20 per cent, the rents will very 
otten go above tne $750 limit that now exists. That's how rent 
review is actually going to self-destruct over the next few years 
unless this limit is changed. Especially here in Toronto, how many 
people can rent a home for under $750, unless it is a bachelor 
apartment? 


Another development, Southvale, iS owned by--and I would 
correct my Submission here--two numbered companies and managed by 
Kilderkin Investments Ltd. It was sold early last year, in 1982. 
Again, these people are being asked to pay increases of 20, 30 or 
40 per cent and more. These are two things that are connected to 
Cadillac Fairview. 


Tnere are other cases in Ottawa where people are again 
facing extremely high increases. There are several buildings on 
Prince of Wales where increases are 40, 50 or 60 per cent. Tnis is 
two years in a row they've been that high. 


Our -attitude to this oldi ise thate lotspaneband-Ald. wecisua 
useful Band-Aid. It's good to nave a tourniquet on an arm that nas 
been chopped off. I would suggest that it should be applied more 
equally, more evenly. It can be reasonably applied to all future 
decisions of the Residential Tenancy Commission and not just to 
benefit an extreme example which took place in Toronto not so long 
ago. This is a flagrant example, but there are tenants hurting all 
over, especially in Ottawa. 


I also have some comments about equalization, Tnis thing has 
not come up before, We in Ottawa are generally in favour of 
equalization, but what happens is that when equalization gets 
applied, a lot of people who nave been long-time tenants or who 
came in at a time of a high vacancy rate get hit with extremely 
high increases. 


Tne average increase in tne apartments where I live was 
approximately 13 per cent granted by the commission, but increases 
ranged upwards to nearly 40 per cent. Equalization does hit some 
people extremely nard. We have a proposal nere in the brief of a 
way to change that, to cut down the eftect of equalization, but to 
allow that eventually. I will leave tnat for you to examine. It's 
Faicly detailed. 


[I believe that the previous representative of some landlords 
Suggested that it's not a good idea to change horses in midstream. 
It's ignot (@igegood), ideas tonigo mbackwands,jswto havesmnetroactive 
legislation. I suggest that it's certainly worth while to change 
nocses in midstream if the horse is drowning and there is a 
Lifeboat available. 
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I would also suggest that what is really needed is a bridge 
over the stream. We need more housing and more availability. I 
would like to see rent review disappear in 10 years. To be able to 
do that, we need more housing. This iS beyond the purview of this 
committee, “bur: that’ isthe -rinal solution. “It*s” going” to take “a 
lot more government input of money instead of tightening the purse 
Strings as is presently happening. 


To summarize, I would suggest that we welcome this bill. It 
should be made applicable to all future decisions of the 
Residential Tenancy Commission and not just to those since October 
31. I don't think tenants in Ottawa and Sudbury and places all 
over the province should be ignored while people in Toronto gain 
the main benefits. 


Regarding equalization, I think there needs to be a 
recognition of existing tenants and that the impact of high 
increases foee equalization on existing tenants snould pe 
ameliorated. It's of value to have a stable rental community, to 
have people wno are not forced out by 50 per cent increases and 
have to move. In my brief we have an example of a way to do tnat. 


Mr. Epp: Very quickly, based on your earlier comments, I 
gather you would be in support of a five per cent freeze on wages 
and so forth; a total five per cent freeze. 


Men Troceler: Yes, a would. 


Mr. Epp: Okay. Second, in speaking about equalization, a 
Suggestion has come forward that the equalization not be based on 
percentage, but on a dollar value. Have you given any thought to 
Liat. 1LOLLAGL. 


Mr. Trottier: Yes, we have. It gets a little messy when 
you talk about rental complexes where you might have a one-bedroom 
in the basement and a five-bedroom penthouse on the roof. You 
would have to look at the individual types of units to be able to 
see what the dollar increase would be. 


We suggest that it be within types of units and that the 
variation, the maximum dollar increase, be only 1.25 times tne 
average increase within type of unit. 


Mr. Epp: Yes, you understand the problem with 
percentage, because the differential becomes greater for another 
year when you're, in a sense, freezing tnat in. 


Mr. TIrOLcler. Yes, cial a cr ee Tnat's why we- are 
generally in favour of equalization. A lot of people are paying 
very high rents and then they have the biggest increase. On the 
other hand, people are paying low rents, especially if they are 
seniors or their rents are controlled or they're on welfare; 
things get very tough. 


Mr. Epp: Third, very guickly, you were talking about the 
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0.2 per cent vacancy rate in Ottawa-Carleton and area. Are any 
buildings being built there? 


You said two or three years ago there was a 3.5 per cent 
vacancy rate. Now you're saying there is a 0.2 per cent rate. It 
nas decreased all over the province. It seems to have become more 
acute in Ottawa-Carleton. Are any new buildings being built? 


Mr. Trottiers There are now. There’ is a “development 
going up that 1S partially rental in Nepean, which is just on the 
border of Ottawa. Tnat snoula add 400 or 500 units to the Ottawa 
area. In Ottawa, we have the second greatest percentage of renters 
in the province. Less so than Toronto, but more so tnan almost any 
place else. That's a fairly small amount. 


There are buildings going up and there are new developments. 
That's the sort of thing we need in the long term, but if you, for 
example, took off rent review, people would be faced with 
extremely high increases in the immediate short run. We might get 
more buildings later, put in the meantime, people will have to put 
in billions of dollars more. 


Mr. Swart: I am interested in your comments on leasing, 
leaseback and leasebuying. You heard the submission by Mr. 
Engelberg. You have had some experience witn that there. Has the 
commission allowed these as pass-throughs in almost the same sort 
of sense as if they were a new purchase? 


Mr. Trottier: I haven't had much experience with that. I 
nave handled a few rent reviews, not a lot. We naven't had 
anything guite like that come up. It's been fairly clear in all of 
the cases that I nave been experienced witn. That's only four or 
five different cases. 


Mc, Philip; Stick around for the next witness. 


Mc. Trottier: I would like to say that it seems to me 
that the guidelines are fairly equitable to landlord and tenants. 
One of the dig problems we have in Ottawa and in other places is 
that the commissioners seem to bend over backwards to favour the 
landlords and we do not get the benefit of the guidelines. We did 
not get it at the hearings that I nandled for our complex. 





Other people have had the same proplem. They are not 
following the guidelines. It is a big problem and that is wny we 
appealed and why we may de going even further, 


Mr. Cnairman: Thank you very much. 





It is 53:15 p.m. The next group is from O’Shanter Development 
Co., William Krehm. The audience cannot take part in the committee 
proceedings, I am sorry. 


Mr, Krehnm: Before..,.starting «On. -mya sbrieft, I wish to 
correct a statement made by Alderman Sewell. We do not support 
Bill 198, The representative of the Urban Development Institute 
already made it clear that his organization also does not support 
Bill 198, altnough Alderman Sewell reported that it did, 
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Having established Alderman Sewell's way with facts, it 
makes it unnecessary for me to proceed to answer Alderman Sewell's 
Slur on O'Shanter Development as one of the worst landlords in his 
ppchen especially since I can understand the peeve of Alderman 
Sewell. 


Tne power base he established at two of our buildings, 100 
Gloucester Street and 105 Isabella Street, and ruthlessly 
exploited for his political ends, has crumbled. At the last 
hearings of 105 Isabella and 100 Gloucester, members of the 
executive of the tenants' organization dissociated themselves from 
the few remaining militants who insist on uSing the building 
department of the city of Toronto for the alderman's political 
ends. With that, I will proceed to my brief. 


There was little in the Cadillac-Greymac-Saudi transactions 
that was not foreseen years ago and warned against. Before a 
legislative committee in 1978, Michael Walker of the Fraser 
Institute had the following to say, and please ponder tnis: 


"If you have buildings in a market that is rent controlled 
and the landlords who are tnere now are generally law-abiding 
people and you have another individual who does not mind engaging 
in activities which are close to being extra-legal, the rate of 
return from investing in that building for the guy wno is willing 
to undertake illegal activities is quite a bit higher than it is 
for the guy who is law-abiding, and there is guite an attraction 
for that kind of individual to come into the rental market. The 
value of buildings is depressed by rent controls and so it is an 
easy buy in." That is your clue to tne Cadillac Fairview situation. 


I must make it clear that I am not casting aspersions on the 
purchasers of the Cadillac buildings, about whom I know nothing. 
What I do know is that this government helped drive out of the 
rental housing field a nhnighly-reputable concern like Cadillac 
Fairview. That is just the tip of the iceberg. I could name a 
dozen other major developers who nave left or are looking to 
abandon the industry. Tnat is your real problem. 


When Cadillac Fairview first offered their business for sale 
I thought that surely the government of this province would find 
its conscience and be appalled by what it had wrought in the seven 
years of rent review. I spent a whole morning with Mr. Williams 
and his senior staff outlining some of the abuses in the 
commission's procedures that were completing the destruction of 
our industry. If you are not allowed to survive holding your 
buildings, naturally you sell them in order to avoid bankruptcy. 


For example, simple things like waiting for as much as a 
year and more for confirmed decisions--Mr. Williams knows what I 
am talking about; 22 Alcorn Avenue. During that time, you are 
making payments on your new mortgages and collecting only six per 
cent on your rents. Tenants are running up arrears of hundreds and 
even thousands of dollars and are free to decamp, leaving the 
landlord holding the bag, all because Bill Davis 1S on a belated 
economy kick and has refused to fund tne commission adequately. 
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These bad debts which the landlord, and eventually the 
tenants, must pay amount to many times the figure Mr. Davis saves. 
An «easy solution’ would’ simply ebe esto traisel’y the ssixeaper jpcent 
increase allowed without application to the Residential Tenancy 
Commission to say, eight per cent, still well pelow the inflation 
rate and many landlords would stay away from RTC 1n droves. 


Instead of seeing tnat the horse got its minimum rations of 
Oats and hay, Mr. Davis decided to nail up the door of tne stable. 
He decided to make apartment buildings unsaleable so the problem 
would go away. You have the results of this coming before you in 
Bilt os. 


That. is a neat Llittletutricks except. toriyone. sdetailsg You 
spread the losses of new owners over five years anda put a five per 
cent) ceiling in the -pass-through),of .financing costs; but ‘any 
mortgage lender sees himself as a potential new owner ana a mignty 
cautious one at that. [If his mortgage gets into default he must 
reckon with foreclosing it and taking over the building. 


This latest antic of our government has frightened the 
bejesus out of lending institutions. It has raised the risks in 
lending on apartment buildings to dizzy heights and demoralized 
the mortgage markets. 


I Know what I am talking about. I nave been negotiating for 
new mortgages to replace old ones. Lenders are asking for letters 
of credit to support the real estate security which has 
Shrivelled, and oecause of the delays in RTC procedures in handing 
down rent decisions, the higher interest rates that have resulted 
will cost tenants~-to nell witn landlords--millions of dollars 
Over the years. 


Property values have plummeted to sucn an extent that for no 
more money than he put into Suncor Mr. Davis could have picked up 
a commanding position in the apartment buSiness of Metro Toronto 
and lived happily ever after witn satisfied tenants. But of 
course, ne won't, He Knows more about the real costs of running 
apartment buildings than he cares to admit. 


In my 1978 brief I guoted figures showing tnat the operating 
loss of Ontario Housing Corp. per unit in 1977 exceeded the total 
average rent approved by rent review. That is apart from the cost 
to Canada Mortgage and Housing Corp. of tnose low subsidized 
mortgages, 


To save time, yours and mine, I am attaching to this brief 
copies of the Hansard report of my brief to legislative committees 
on rent ceview in 1977 and 1978, along with a chapter of a book of 
mine that analyses the Ontario rent review procedures as a classic 
example of what has driven our economy to the brink of disaster. I 
limit myself to a few basic points. 


The whole concept of phasing in or spreading losses is 
incompatible with a pass-through principle on which rent controls 
nave operated for over seven years. The underlying assumption has 
been that all landlords were earning a profit as of day one in 
1975 and that it was therefore enough to pass-througn the cost 
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increases to preserve tnat rate of profit in dollars unaajusteda to 
inflation. 


A couple of years later we started nearing that if a 
landlord suffered a loss after a new purchase, that loss had to be 
Spread over three or even five years. After all, it was a normal 
thing for developers to sustain losses in new projects and get to 
a break-even point only after three or four years. 


You might nave thought the philosophers of rent review would 
go on to aSk what then was happening to those landlords who had 
acquired or created projects during the two or three years before 
rent review came in. Instead of gouging, as all landlords were 
Supposed to be doing in 1975, they would, by the board's own 
reasoning, be suffering losses. Tney are frozen in their losses py 
the rent review process and eventually driven to sell their 
buildings. 


A further point: Developers were content to suffer losses 
during the first years of a project because they noped to recoup 
and better further down the line. The RTC adopts and enforces the 
first half of this pattern but forgets about the second. For an 
investment in a new project, including the new ones of 1975, you 
have a game of RusSian roulette. The best you can hope for is not 
to blow out your brains during the coming round. 


Let's examine this device of spreading losses further. The 
guidelines recognize only mortgaging costs up to 85 per cent of 
the landlord's purchase price. On the 15 per cent minimum equity 
reguired, the landlord is never supposea to earn a return, even in 
theory and in unadjusted 1975 dollars. 


When asked to explain, the philosophers of rent review say 
that the landlord's reward would come in the form of the increased 
value of his building. Bank managers, however, seem to have a 
Stubborn preference for repayment of their loans in the coin of 
the realm. 


But not to WOrry, Mr. Goetz-Gadon of the tenants' 
association even wrote a letter to the Globe and Mail in whicn he 
explained to landlords how they could realize their reward by 
selling their buildings. Undoubtedly, Cadillac Fairview readg that 
letter and decided to get the nell out of the field. 


Those losses, tnose of 1975 as well as those up to today, do 
not vanish. They must be carried forward year to year and 
financed. They represent a growing nold in the landlords' balance 
Sheet. They are never recovered except through sale. Tney are not 
even recognized as an increased eguity to be reflected in the 85 
per cent of mortgage financing, recognized aS an expense by the 
Residential Tenancy Commission. 


Financing those growing deficits uses up more of that famous 
money supply that the Bank of Canada monitors so obsessively, and 
drives up interest rates, so that not only landlords, but the 
entire economy must pay. 


We hear a great deal about the fight against inflation, but 
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inflation results whenever we ignore real costS and consume more 
than is being produced. From its beginnings, rent review has been 
an exercise in Sweeping otner peoples' costs under the carpet. Its 
effects have therefore been strongly inflationary, and_ the 
regrettable increases in rents today constitute a largely catch-up 
process, primarily reflecting what has happened to interest rates. 
The words "interest rates" nave scarcely been mentioned by 
previous speakers. 


Tnere are needy tenants, of course there are, estimated at 
perhaps 20 to 30 per cent of the total number of tenants. Three 
government reports provided the answer to that, and three 
government reports, commissioned and paid for with taxpayers' 
money, were asSSiduously ignored. 


Aid should be pinpointed to needy tenants in the form of 
government rental subsidies, Instead, our government has organized 
a grand potlatch of the entire rental nousing stock. Many of the 
tenants who are perfectly capable of paying the full shot of their 
Shelter are being carried by landlords. They were able to put out 
the windfall that rent review gave them on the money market, at 
tne usurious rates that landlords and other porrowers have been 
staggering under. 


Repeatedly, we proposed to our government that we be allowed 
to reduce the rents of needy tenants below rent review decisions, 
provided that we could recoup that reduction dollar for dollar by 
tacking it on to the rents of affluent tenants based on income tax 
returns. Of course, we didn't get to first base. 


There is another aspect of this question that calls for your 
attention, particularly since you have the title of standing 
committee on administration of justice. While the government is 
bringing in Bill 198 through the front door, it has sneaked in 
some hnighly dubious innovations as revised guidelines by the back 
door. 


I would commend these to your attention, because they 
illustrate the way in which the rent review process has worked 
from its inception, There are the bills tnat come before the 
Legislature, dut there are also the administrative guidelines that 
won't oear too much scrutiny or daylight, and that call to mind 
the dirty-=trick department of President Nixon's plumbers. 


Of course, the guidelines are supposed to be aiscretionary, 
and since I brought to Minister Grossman's attention the Supreme 
Court's ruling in the Minto case, our government has been given to 
protesting the discretionary nature of these guidelines rather too 
much, 


For practical purposes, commissioners accept them as 
mandatory, In my own experience at hundreds of cent rceview and 
commission hearings, I have not experienced a single instance 
where a commissioner chose to depart from the guidelines, even on 
such flagrant matters as not allowing interest on unamortized 
Capital repairs, which has since been abandoned as the guideline 
by the government itself, 
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Under the date of November 16, 1982, Mr. Williams, chief 
tenancy commissioner, amended the guidelines in the following 
senses: Losses on new sales can be passed on over a period of up 
to five years, instead of tnree. Interest on any accumulated 
losses, suffered aS a result of spreading of the pass-through of 
the financial loss, is not to be allowed. Interest on allowed 
Capital expenditures is to be allowed at a rate deemed by the 
commission to be a reasonable average rate that may be anticipated 
over the life of the capital improvement. 
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st need only remark that capital improvements and 
replacements are amortized over a period as much as 30 years. The 
commissioner is thus empowered--read "instructed"--to prophesy the 
course of interest rates over as much as 20 years. 


You will understand why I refer to Mr. Williams' guideline 
mill as "the department of dirty tricks." Any landlord undertaking 
a substantial improvement of his building could be driven into 
bankruptcy by the decision of a commissioner prophesying a 10 per 
cent interest rate over tne next 10 years. 


Mr**Chairmans- Excuse me,, Sir; 2P?'think’ I haves<to cut you 
off. We are a minute past. 


Mee “KEenMs' > May'l~ ‘have “*yust “sone “more second? ““Tnere sere 
two proposals I would make-- 


Mr Chairman: NO, 71 am’ sorry. I*would like’ to; «but? there 
are two members who nave also asked to speak. Thank you very much. 


Mr. Krehm: You have them in tne brief. Thank you, 

Mr. Philip: May I aSk one question? 

Mr, “Cheitman:- No, Mr. Philip. JI£&..1.daon*t let the. witness 
finish nis time--the committee has said 15 minutes and that, I'm 


SOFRYpPCYs ie 


The next group is from the Continental Towers Tenants' 
Association. 


Mr. Philip: Mr. Krehm is the originator of the leaseback 
system that passes through-- 


Mr. Chairman: Gentlemen, sorry. Tne Continental Towers 
Tenants' Association, are they here? 


They not being here, what is the committee's wisn? 


Mr. Brandt: I move that we extend tne time for the 
previous Speaker and get on with it. 


Mr. Chairman: To let Mr. Krehm carry on? Thank you. Come 
back, Mr. Krenm, please. 


As he is coming back to his seat, might I ask tne committee 
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if we could take tne five-minute period, say, from 6:40 to 6:45 
p.m., to deal with Mr. Philip's motion, and to get a clarification 
as «to .nowse much ,Ormswif callw.Ofsptonigh isi ptogibe NSpEeatonin “7he 
Macdonald block? 


I would like to discuss that in that five-minute period. So 
we will take until 5:40. Thank you. Please finish up, Mr. Krenm. 


Mr. Krehm: When Frank Drea was responsible minister, I 
remember aSking him whether the improved guidelines he was 
promising would be pased on recognized accountancy principles and 
economic logic. Mr. Drea replied that, no, they would be based on 
"administrative logic." With that, Mr. Drea, as he so often does, 
brought us to the heart of the matter. 


Mr... :Chairman,.ethere?liss® nowways uanegwhichs youscecan’a1gnore 
accountancy principles and run an industry by purely 
administrative or political logic for more than seven years. You 
can get away with it for a year perhaps, as long as there are 
reserves to devour. However, sooner or later you are going to 
collide with the test of accountancy. 


As a result of seven and a half years of aaministrative 
logic, the pass-through principle on which the act was based has 
been tlouted, and the Legislature itself made an ass of. 


To cite only one example: for five years, interest on 
Capital repairs was disallowed. The decisions in this respect 
during those five years are still built into the present rent 
Structure, for they provide the pase to which the current 
percentage increases are applied. 


I appreciate the position of politicians, and would only ask 
that in return you show some understanding for the plight of our 
industry. I know that you are conscientious men who must at times 
guail over what you are called upon to do in the name of politics. 


I nave two simple proposals for additions to this bill that 
no person of good faitnh=-tenant, politician, taxpayer--could 
ooject to, 


One; that the Residential Tenancy Commission be adequately 
funded so that decisions are handed down within two months of 
application being made. This would permit us to stay in tne 
business and not to sell our bouildings. 


Two; that guidelines issued by the RTC must- respect 
recognized principles of accountancy. That would close down most 
of the dirty-tricks department, 


. Those clauses would in no way interfere with getting your 
political show on the road, but they would hold up the possibility 
of landlords holding on to their buildings without’ risking 


insolvency. They would also save the roofs over our tenants' neads 
from final destruction, 


Have I another minute? 
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Mr. Chairman: Yes. 


Mr. Krehm: We, the worst landlords ins Br. Sewell's 
riding, have drawn up***-plans and shepnerded them througn 
municipalities, for tne creation of 170-oaad units by the process 
of "infill," taking tne ground-floor space used for storage and 
Creating a new apartment. 


It naS been passed in North York; we nave had a revision 
from the Toronto committee of adjustment. There waS a program of 
the Ontario government for this sort of thing. I understand that 
it has been suspended because of the cutting of funds. 


I° hear we have unemployment: sin the province, if I am not 
misinformed. We have a housing crisis. Then wny, in the name of 
heaven, doesn't this government come to its senses, find its 
conscience, and make it possible for us to expand the housing 
Stock? 


If Bill 198 is passed in its present form, we will nave no 
alternative but to bail out of this industry at the first possible 
moment. Thank you. 


Mr. Chairman: Will you please wait there? There are some 
members who wiSh to ask you questions. Mr. Philip? 


MEGisPhiliapzgi, amasure pChat-7ethe minister will: be pleased 
to. finds outs-now that the. villainiwbehind? the Cadittvacrstlip: is 
really Sean Goetz-Gadon. 


SPs I made the statement earlier that you are tne 
Originator of the leaseback concept. Is that not true? 


Mr. Krehm: That's not true. The leaseback concept blew 
in from the United States. We were one of the earliest people to 
use it. We are reported as buying buildings now, but that is not 
true. 


Our leasebacks, after 10 to 15 years, have now expired. Our 
lessors have had the hell frigntened out of them, like the 
Lehndorff Corp., which has abandoned the field; and we have bought 
only portions of buildings, in one case an entire building that we 
have managed for many years. 


Mr. Philip: In the case of Lehndorff: Lehndorff, as I 
understand the concept, is the original owner. 


Mr. Krehm: In one case, that is 100 Gloucester Street. 


Mr. Philip: That's 100 Gloucester. I have your contract 
with Mr. Lehndorff. 


Mr. Krehm: There is no Mr. Lenndorff. It is a company. 


Mr. Philip: Oh, it's the Lehndorff Corp. te .-ts. “an 
offshore landlord, is that correct? 
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You in turn, Or Leander Construction Co. Ltd. and the Roster 
Construction Co. Ltd., then rent the building from-- 


Mr. Krehm: Rented. Nine per cent and 10 per _ cent, 
building:s upis tog LO rapernaccent.. 7overatiSs.years, sewhichss-madersrapt 
unnecessary for us to go into secondary financing. The tenants 
have had a hell of a swell deal, and that way, the six per cent 
London Life first mortgage was retained over all these years. 


Mr... “PhilipsevEs ).ite ‘not ertrue,/sunderse thateescheme, oithati-in 
fact the tenants were being charged for the 10 per cent net 
proceeds received by the landlord? 


Mr. Krehm: Just as they would with any mortgage. Because 
of tnis, we kept a stub of the Six per cent first mortgage with 
London Life. 





Lehndorff gave us back a 12 per cent mortgage for three 
years, which is a hell of a swell bargain, and the rest is being 
financed py a temporary loan from the Canadian Imperial Bank of 
Commerce, which started out being somewhere in the area of 19 per 
cent and is now coming down. As it is coming down, even pefore the 
decision on the rent review hearing, our rents are coming down, 


Mr. Philip: You don't consider that the scheme you had, 
as the third part in this contract-=- 


Mr. Krehm: Wny the third part? 


Mc. Philip: You were the third part, you are listed on 
the contract. 


Mr. Krehm: Who is the second part? 
Mr. Philip: Leander Construction Ltd, 
Mr. Krehm: Leander is us, 

Mr. Philip: Yes, that's ‘correct. 


Mr. Krehm: There are two parts, Lehndorff and us. Now 
there is only us. We are owners of the building. 


Mr.o Philip: Yous don'ts considerprthat: just ta- nice .way Sor 


passing on an extra 10 per cent to the tenants? 


Mr. Krenm: For seven years, insinuations by people like 
Margaret Campbell and other two-oy-four politicians have been made 
in that regard. I was never allowed to explain it. We have all our 
buildings leased back at cates lower than the secondary financing 
which would have been necessary. 








At no time did Lenndorff extract more than 10 per cent net 
interest, Tney sold the building to us at $20,300 per suite, well 
below the market price, and this was before the Cadillac Fairview 
Kerfutfle. The offer was drawn up and accepted last February. That 
is an advantageous deal, and the tenants at the last hearing at 
190 Gloucester were most concerned about our being forced to sell 
the building by any very unfavourable decision, 
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Mr. Philip: I wonder if I may direct my last question to 
the minister. 
Mr. Chairman: Make it very Short. 


Mr. Philip: Is there not one of the most advantageous 
lease-back arrangements in tne case of Cadillac Fairview? 





5:40 p.m. 


Mr. Chairman: No, Mr. Philip. The. minister can discuss 
that in clause by clause. We are at 5:41 p.m. already. 


Mr. Philip: I do not know why you want to protect the 
minister. I am Sure he would be prepared to answer my question. 


Mr. Chairman: Thank you very much. We have four minutes. 
My absence about an hour ago was to listen to Hansard to get the 
exact details of the motion that was put. I Shall read it. 


PMEV* Philip<:-ePremove that ,.“inubightizo£fLthesslarge: inumber»sof 
tenants that are expected this evening, we instruct our clerk to 
book a room that iS more suitable for us, namely, in the Macdonald 
Block or any other place that will provide greater facilities for 
them to sit down in a comfortable way and listen to the 
presentation by their representatives." 


That can mean numerous things. We are going to come back, at 
7:30 p.m. Tne Federation of Metro Tenants' Associations, which is 
probably the largest group, is coming in at 7:45 p.m. We are going 
until 9:15 p.m. with witnesses the way we have now. 


I want a motion from the committee in clarification as to 
whether we spend the entire evening there, or whether we spend it 
until the end of the session with the Metro tenants at 8 p.m. or 
whether we have the public presentations over tnere and have 
clause by clause back here. We need clarification as to how much 
of this evening is spent there and now much, if any, is spent here. 


Mr. Epp: Mr. Chairman, I would suggest that we stay 
there. If we are already over there to hear the delegations, we 
could stay there and deal with the clause by clause. 


Mr. Chairman: I need a motion. 


Mr. Epp: I will so move. 


Mr. Chairman: Mr. Epp moves that the committee stay 
there all evening. 


Is there any discussion on tnis? 


Mr. Philip: It was my intention that we stay there all 
evening. If the people from the federation arrive in large 
numbers, surely they will want to stay around for the clause by 
clause and also, as they have done in the past, to listen to the 
other presentations. 
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Mr. Chairman: Thank you. Is there any other discussion. 


Ms. Fish: ‘Yes Do “I understand, ‘Mo. Chairman, that there 
is some problem with Hansard being available in the Macdonald 
Block? 


Mr. Chairman: I understand from the clerk that Hansard 
has been arranged. There is a party over there. We do not know 
what stage it will be in when we get there. The Ontario Room has 
been arranged or spoken for. I Know nothing more than that. 


Ms. Fish: If I may add, Mr. Chairman, the reason for my 
question is that I had occasion, on the resources development 
committee, to sit through a lengthy set of hearings in the 
Macdonald Block, where Hansard was extremely important, dealing 
witn the Weiler report on workmen's compensation. We had a great 
deal of difficulty with the microphones and with Hansard. 


At the very minimum, I would want to be assured of very good 
Hansard reporting in so far as we might be dealing with clause by 
clause, possible amendments thereto, and discussion. JI would be 
very concerned if there was any question in that regard. In 
consideration of my understanding of the motion, which was to 
permit the audience to have an opportunity of hearing their 
representatives make their presentations, we do need to ensure 
that we do have proper reporting, at least on clause by clause. If 
that means returning back here, then I believe it is important 
enough for tne proper recording of tnose minutes and the debate 
around it to ensure that we do. 


Mr. Brandt: I was going to raise the same guestion in 
regard to Hansard being available in the other building. As you 
know, we did not have it the last time and it was relatively 
inconvenient. 


Feankly, I see no problem with our proceeding witn the 
hearings in the other building, then with the agreement of the 
committee moving back here for clause by clause. I think there is 
some relevance to the arguments raised by Mr. Philip in regard to 
people who may wish to hear the proceedings, but the reality is 
that this room is somewhat more convenient and somewhat more 
conducive to the detailed discussion of clause by clause than 
would be the case if we were to remain in the other building. 


Mr. Chairman; Mr, Swart, can you comment very quickly? 








Mr. Swart: Am’ Ié\correct that’ *youe/said) that "Hansard: witt 
be available? 


Mr. Chairman: It is my understanding that Hansard is 
belng arcanged for, I am not going to say what is available after 
the last time. 


Mr. Swart: For two or three reasons, I think we should 
stay over there. One is the length of time it takes to come back 
from over there. Second is the argument put forward by my 
colleague that many of the people will want to near the discussion 
on the amendments. If there “is: “Hansard, SI. think. that ots “the 
logical thing. 
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Mr. Chairman: Shall we vote on Mr. Epp's motion? That is 
that we stay there all evening during the public presentations as 
well as clause-by-clause consideration. 


Motion negatived. 


Mr. Chairman: I am now lacking a motion. Wnat shall we 
dado, gentlemen? 


Mr. Brandt moves that, following the hearings that are going 
to take place in the Macdonald Block, the committee then come back 
to this building to resume clause-by-clause consideration. 


Mr. Chairman: Is there discussion? 
Mr.Philip: I have an amendment to it. 


Mr. Chairman: Mr. Philip moves an amendment, that the 
session resumes in the Legislative Building in the event that 
Hansard states that it cannot give adequate coverage of the clause 
by clause. 


Amendment negatived. 
Interjections. 


Mr. Cnairman: Order. We have people waiting and they are 
not used to this procedural wrangling. We shall have the vote on 
MoS brandtits Original motion. 


Motion agreed to. 


Mr. Chairman: I would remind you that we have between 
9:15 p.m.and 9:30 p.m. to leave the Ontario Room, all going well 
getting back here and commencing clause by clause as per the 
Mandatory instructions at 9:30 p.m. 


The next group, please. We nave Alderman Mike Foster, Ward 
Sy; ccrcy. of North york, 


Ms. Fish: (inaudible) 
Mr. Chairman: They did not show. 


I might say that the Continental Tenants' Association did 
advise the clerk that they preferred this evening. They were told 
that only the 5:30 p.m. time slot was available. They might turn 
up this evening. I do not know. We shall deal with that as it 
comes. 


Alderman Foster, thank you for your patience. Do you have a 
brief? 


Alderman Foster: No, I am just going to make a verbal 
presentation. 
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Sitting here this afternoon, I have heard various witnesses 
cast aspersions back anda forth as to who the good guys and the bad 
guys are in this whole issue. I wanted to say, at the outset, that 
I consider myself to be one of the good guys. 


Mr. Chatrman: Rigne. 


Alderman Foster: I am speaking here today on behalf of 
over 280,000 people in the city of North York, a suburb of 
Metropolitan Toronto. Those 280,000-odd people represent the 52 
per cent of the population of our city who are tenants. They are 
considerably concerned about events that have transpired of late, 
particularly the Cadillac Fairview thing, which seems to have 
inspired a lot of discussion on the whole subject of the rent 
review process and tenants' rights in general. 


With all that in mind, I wanted to make a few Submissions to 
the committee. The first point I wanted to speak of relates 
specifically to how the rent review commission will deal with 
financing costs. I think what you should consider putting in your 
amendment in the act is that no rent increases attributable to 
increased financing costs should be allowed, unless the applicant 
proves that the transaction is at arm's lengtn. 


5 50epem. 


I say that for a couple of reasons. First, very simply, I 
think that people who rent accommodation and who live in a 
bullding owned by someone other than themselves have a simple 
underlying human right to Know wno their landlord is. 


The second reason for proposing that is that I think tenants 
would like to kKnow with surety that there are no phoney real 
estate transactions wnich are done with a view to just jacking up 
rents in a manner which, it is to be noped, all of us consider 
unconscionable. 


Interestingly enough, if you read the papers last week you 
Saw that a particularly enlightened rent review commissioner did, 
in fact, make such a ruling. There was an application before him, 
and he dismissed a rent increase on the basis of financing costs 
because,.the, landlord, scould snot establish... to him’ that -the 
transaction was at arm's length. It was a numbered company 
application and the commission, wisely I thought, did not accept 
Le. 


I think tenants would like to see this kind of position 
entrenched in a piece of legislation ratner than leaving it up to 
the discretionary judgement of a rent review commissioner. I would 
like to see that carved in stone, 


The second point I want to make reference to comes as a 
result of the whole Cadillac Fairview situation. I feel a little 
Ole sorry for Cadillac Fairview because, althnougn there are still 
some suspicions, unless we Eind out otherwise all they did was 
sell their property at the beginning and all of the transactions 
Subsequent to that certainly are not their responsibility. 
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I think that the provincial government could do something 
guite progressive here, something tnat the foreign investment 
review people either are not fully in power to do or certainly are 
not willing to do, it seems. I would like to see an amendment in 
the act that says that no pass-through for increased financing 
costs will be allowed by the Residential Tenancy Commission where 
a new owner of a property, a purchaser, is foreign. 


I think you would find that your solicitor would advise you 
that it would certainly be within the jurisdiction of the 
provincial government to do that. Obviously it deals in a very 
direct way with the whole guestion of economic nationalism and 
foreign control of assets and so on. 


I have been disappointeaq by the way that the Foreign 
Investment Review Agency has nandled its job. One day, after doing 
a preliminary investigation, I wrote them a letter--I am pleased 
to say that it did a bit to trigger the whole investigation a 
couple of months ago--and they reported back to us that they 
really could not determine who the new owners are. The very day 
after eOFIRA® . officials. «said that, we Saw people with Arab 
headdresses running around the Royal York Hotel or the King Edward 
Or whatever saying "We own it, we own it." Yet FIRA just could not 
puvnitseetingersonsthat at: adi. 


I think that this second point I propose would be a radical 
step because it deals with the whole foreign ownership question 
and does not jusSt deal with rents. However, aS an economic 
nationalist, I certainly see a great opportunity here for the 
province to exercise certain discretions and give that economic 
nationalist position a boost. 


The next point I wanted to make was that when the commission 
deals with applications for rent increases, I think one thing tnat 
Lteeshoutgeclearly do in a specific way at the outset: of- the 
hearings is to somehow establish what it thinks the fair market 
value for which the property that has been sold may be resold. I 
think that that application before the commission should then 
proceed on that basis. 


In other words, with tne Cadillac Fairview deal, after all 
the transactions, many of us feel that the final selling price is 
greatly inflated and does not really relate to fair market value. 
Obviously, tenants would like to know that if a building is sold 
and a certain profit was made whether the profit was within the 
realm of the reasonableness. Certainly, the commission should have 
a Mandate to study the price of it and look to see what is 
happpening in the market and whether tne deal was cooked or was a 
Straight, legitimate transaction. 


Another point I wanted to make deals with section 7 of the 
act, which is the repeal clause. I think the repeal clause should 
be deleted. I think this amendment act should be passed and just 
left there and at such time as the government or any other party 
in the Legislature feels that this particular bill does not have 
any value, it could bring in an act to repeal it then. I do not 
think there should be a built-in, self-destruct clause. 
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The reason I say that is that I am very concerned that the 
kinds of transactions of the sale of buildings that we saw with 
the Cadillac Fairview situation anda wnat we have seen in a lesser 
scale witn Greenwin and others around Toronto are going to become 
a more freguent event in today's economy. Witn respect to the 
general rental housing situation in Metropolitan Toronto and the 
province, as we all know, the vacancy rate in the east part of 
North York is apparently 0.0 per cent. In Metro in general it is 
0. 3iper*® cent; .asmbherecalh: 


I think the rental housing situation today is very bleak. 
There is no new rental housing to speak of being created, 
notwitnstanding a couple of co-ops which fortunately have been 
al Dl Qe 


We had one private proposal before our council on Monday. 
They wanted to build some one-bedroom apartments at Fincn Avenue 
and Yonge Street that are going to be renting for $600 a month. 
That maybe speaks to the submission that was made earlier about 
now the $750 ceiling should be dealt with in some way. I would 
hardly consider $600 a month for one-bedroom apartment affordable 
housing. 


The point I am making is that I do not think there is any 
indication that things are on the upswing in terms of vacancy 
rates and in terms of rents in general. I think times are going to 
get tougner and tougher and, Knowing that, it does not make any 
sense to go through what you are doing now and pass a bill that is 
going to blow up in a relatively snort time. The proolem is not 
going to go away until governments at various levels do something 
serious about it, and this bill really reacts to a crisis. What I 
am saying is that if you are reacting to a crisis, react to the 
full extent of the crisis, however long that may last, and not 
just a point in time within that crisis. 


Before I conclude, I hneard some Landlords today and 
representatives giving all kinds of tales of woe about now grim it 
is to de a landlord in this city, now terrible it is and how the 
govecnment nas done tnis and that to them and that it is a really 
bad situation. 


I am a tenant myself and I know a lot of otner tenants who 
would love to nave all of the emotional trouble of Knowing that 
you own millions of dollars in assets that you can do things with. 
Some of us in society do not have that luxury. Maybe if I owned an 
apartment complex, I would be under a lot of stress that I do not 
otherwise feel rignt now, but if I was so inclined maybe I would 
not object. 


I have one final point to deal with the nousing issue in 
general. A previous witness implied tnat it was really terrible 
Ehat Canada Mortgage and Housing Corp, provides all of these 
moneys to the public and the co-op sector. Tney provide assistance 
SO mortgages can be reauced to two per cent interest rates ana so 
on and so forth. It seems the position of the landlord industry, 
if?’ can callcit that!,.Sisi:that Gis’ aisterpribledwastetor government 
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funds. The government should not get involved with providing 
housing directly or through co-ops, and that is really bad and 
evil. 


However, I do not hear many private developers complain when 
the government lays on programs like the Canada rental supply 
program where million of dollars of value througn interest-free 
loans, to be specific, are provided to the private sector to 
create affordable housing. I am not Sure that program works 
either, though, because these $600 one-bedroom apartments were 
going to be produced under the CRSP program. 


Those are my remarks. The last oneS were just general, but I 
had the specific points I did want to make at the beginning. 


Mr. Brandt: I wonder if the speaker would help me out 
witn something. I have listened with some interest to your 
presentation and there are a couple of points you made. 


One waS with respect to the high percentage of tenants in 
North York--52 per cent I think you sSaid--and then you went on to 
cite some statistics with respect to the fact there are almost no 
vacancies in most of Metro Toronto. 


On the otner nana, you made a comment a little later on in 
your presentation to the effect that you did not have a great deal 
of sympathy for developers in general, or at least this is tne 
impression you gave. Would it be fair to say that you do not have 
a great deal of sympatny for developers in general? If you did not 
Say that correct me, but that is the impression you left me with. 


I would like to ask you a question. I am not trying to be 
provocative when I ask this question, but I ask this for the 
benefit of people like Mr. Philip and myself who are desperately, 
from opposite ends of the spectrum, trying to come to grips with 
tnis problem. 


If you have a low vacancy rate and if you have a buoyant 
industry with a tremendous rate of return where you can make 
nothing but money, please tell me why people are not building 
apartments. It sounds as if is a fast track to riches. The vacancy 
rate is getting worse. It happens to be about zero in my community 
as well, and my percentage of tenants is mucn lower than the 52 
per cent you cited. It is probably in the range of about 20 per 
cent. 


Tne reality is that wnen I talk to tenants, they think that 
the rents are too high. I can appreciate that. I am a tenant here 
in Toronto as well. I am a tenant of Cadillac Fairview. 


Mr. Foster: You are from Sarnia? 

Mr. Brandt: Yes. 

On the other hand, I talk to developers who say: "I will 
never build another building because I cannot live under the laws 


we have got now and the laws we are proposing are even more 
onerous. They are going to be even more difficult." 
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Forgetting all of the philosophical stuff about who should 
do what, I “only ask you this question: Why’ sare people, why” are 
Herb Epp and Andy Brandt, not talking in the hallway about putting 
an investment together and putting up a building? Developers are 
not talking about it. 


Mr. Philip: It‘is because Of high interest -rates. 
Mr "Brandt: *That™ismalleor tre? 


Mrs Posters ‘Tf “1s could "“specutaterra. -Ureclie* bitys ebreterus 
take the Cadillac situation. I think as a corporation-- 


Mr. Spensieri: Everybody is heckling poor Mr. Brandt. 


Mr) Foster: "Some'o£ ‘us Whaversthe= abrlity = to, pspeculate ina 
little more than others, like Mr. Brandt and Mr. Epp maybe. 


Mr "Brandt:9 (Tt “rs **actually Wan Vindication! (of ygreat srLriches 
in the party, 


Mr. Foster: I guess in Cadillac's situation they had to 
decide on a corporate direction to take. They are a substantial 
landowner in terms of rental accomodation. They presumably came to 
the corporate decision that they could make a higher rate of 
return on their money from getting involved in other directions 
such aS investing in a lot of commercial development in the United 
States as opposed to building more rental accomodation here. That 
would be one example I would give. 


Another thing=-this is a great way to conclude--is that I am 
really sick and tired of hearing landlords saying rent controls 
have destroyed the whole market and they have made it impossible 
for us to ouild. To me, that is a bunch of crap. 


I have a specific piece of land in my ward up in Downsview 
where the rezoning for a high-rise building was obtained back in 
1969, Tney Obtained tne rezoning for a big building in 1969 long 
before rent review was ever debated on the floor of the 
Legislature with any real chance of catching. They sat on it and 
then eventually, after rent ceview was brought in in 1977 or 1978, 
they built a rental pouilding. 


Mr. Chairman: Thank you. I think we have to cut off both 
tne guestions and the answers. I am sorry to nave to cut off three 
members who want to ask guestions. Thank you very mucn for your 
presentation, We are adjourned until 7:30 at the Macdonald Block, 
Ontario Room. 





The committee recessed at 6:03 p.m.. 
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RESIDENTIAL COMPLEXES FINANCIAL COSTS RESTRAINT ACT 
(concluded) 


Resuming consideration of Bill 198, An Act to provide for 
an Interim Restraint on the Pass Through of Financing Costs in 
respect of Residential Complexes. 


Mr. Chairman: Gentlemen, we have a quorum. According to 
the motion of Friday last, the clause by clause must start at 9:30 
p.miPand end ate 10.302 pesmi aitwill underline? that. It imust .end at 
10:30 p.m. and in the form reportable back to the House. At 10:30 
pem. I will be calling for the votes on all clauses. 


Hon. Mr. Elgie: I just wonder if it would be possible to 
get members’ consent to have one of our members introduce my two 
amendments first, just in case there are time problems. I'll tell 
you why. 


Under section 5, there iS an error, in that the setting 
aside of equalization would apply, as it is now worded, only to 
those cases where a pass-through of financing cost was involved. 
Tt was our intention that it apply to all hearings where 
equalization wasS being reguested. Second, in section 2 we need to 
accept section 5. It is in your hands, but I am just telling you 
that I think we should clear up the intent of section 5. Then you 
can do whatever things you want. 


Mr. Philip: The easiest way, Mr. Cnairman, would be, if 
the minister will accept my amendments, I'll accept his, and we 
can all go home in about 15 seconds. 


Hon. Mr. Elgie: Well, it's always an interesting 
proposal coming from you, and I always like to give it the 
consideration it deserves. I'm not saying we shouldn't have any 
discussion on those two issues. I'm just saying that from the 
tenants' point of view these are two points which are important. I 
would have hoped you would give me the consideration of letting us 
deal with them first and then carry on. 


Mr. Epp: Mr. Chairman, I would agree we should have some 
kind of discussion on these things. I disagree with Mr. Philip 
that we make a guick deal and go nome. Tne amendments we've put 
forth, the amendments they've put forth and the amendments the 
government has put forth all deserve discussion. I would 
completely disagree with him on this. I have no have difficulty 
with what the chairman suggests. 


Mr. Swart: Mr. Chairman, I think the member for Waterloo 
North misses the point. The minister rightly thinks he needs to 
have these amendments put through to tidy up the legislation. We 


we 


would consider our amendments to be much more significant for the 
benefit of the tenants than what ne is proposing. Therefore, it 
seems reasonable for. uS@sto vStarea-teom section 1, 2,712.52, and0, 90 
through the bill. 


Hon. Mr. Elgie: Let's just move guickly. Everybody knows 
what the amendments are; we've made our speeches in the House on 
second reading. I'm sure we will get through the bill tonight. 


Onsisecbion ks: 
Section 1 agreed to. 
On section 2: 


Mr. Philip: Mr. Chairman, my amendment is the first one 
on number two because it moves that section 2 of the bill be 
scrapped. Tnerefore I ask that you deal with my amendment at this 
time. 


Mr. Chairman: Mr. Philip moves that section 2 of the 
bill be struck out and the following substituted therefor: 


That the act applies to any application by a landlord to the 
commission under section 126 of the Residential Tenancies Act, 
where the commission's order pursuant to the application is made 
after November 16, 1982. 


Mr. Philip:,sOn. the motion, iti dS. .0Ur. Contentions achat 
this bill does not go far enough, This has been pointed out by 
numerous tenant groups. It does not apply to all tenants that have 
been affected by large rent increases as a result of financing it 
on the sale of properties. Therefore, we feel the other tenants, 
not just the ones covered py the bill, should be covered. That's 
the intent of this motion. 


Mr, Epp: Mr. Chairman, we have a motion that is similar 
to this, We believe there snould be an extension of the principle 
whereby more tenants should be included in the legislation. I 
raised it the other day in my comments during second reading in 
the House. The minister commented on tnat at that time. We have no 
difficulty with supporting this amendment. 


Mr. Swart: Mr, Chaicman, a recognize it's always 
aditficult to set an arbitrary time. There is no question about 
that, This bas been selected by us on the best grounds on which 
One can select it. It would apply to all of those where a decision 
nad not deen made by November 16. That date of November 16 was the 
time the minister indicated he was going to take some action. 


Therefore, on that date landlords knew there would likely be 
a change made in the legislation which would prevent some of these 
pass-throughs., That was the first indication they had. Therefore, 
tnat is a reasonadle date to us. 


I would point out toat during the years I've been a member 
of this Legislature, I nave nandled 30 or 40 rent review cases. We 
all Know that during this past year there have been far more 
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applications and there has been a much greater backlog. October 31 
is an arbitrary date. I think perhaps that date was set because 
that was about the time of the flip that was done by Cadillac 
Fairview. 


As has already been pointed out here by so many of the 
people who have made representation to us, these conditions 
existed “lara prior ’tox that. what “was Ya —“big~*oneil) Why. pick’ an 
arbitrary date like October 31 when you can pick a date like 
November 16? At that time, this act would apply on any decisions 
that have not been made. That's the reason we are submitting this 
date and the reason we think that change should be made. 


Mr. Chairman: Thank you. Do any other persons wish to 
speak to this motion of Mr. Philip? 


Hon. piMins. “Eigie:’” Io “have just* a= brief~'’comment. Let’ me 
first of all emphasize that my overall concerns about the act are 
reflected in the fact we have asked for some time to review tne 
adequacy of the legislation in its totality. It was the specific 
events that occurred in early November that prompted the 
government to deal with this particular situation and similar 
Situations. Having said that, I would also remind you that last 
summer, I commenced discussions with the commission asking them if 
they would review their guidelines. 


We went through several stages, mucn like you're going 
through, about how retroactive one should be in legislation with 
the general principle that if the hearing had taken place it was 
very difficult to apply something in a retroactive way. We arrived 
at the proposal we have put here, that applications made after 
October 31, 1982--As you know, if they don't catch a hearing this 
year, we'll catch the application next year. In any event, there 
are guidelines in place. 
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Second, we want to make it very clear to people out there in 
the real world that the government does not view multiple sales in 
a short time as costs that should be arbitrarily passed through to 
the tenants in any expeditious way, 


I would have to oppose the motion on those grounds. [It is 
very difficult for me and for counsel advising me to see that one 
should go back and change the order, even though there has been a 
hearing. 


Mr. Philip: With some disappointment, I call the 
guestion. 


Mr? -Chairmans!’ Thank “yous! “All. those sin favour’ of« Mr. 
Philip's amending motion, please raise their hands. Again, higher, 
please. Five. All those opposed, please raise their hands. Six. 


Motion negatived. 


Mr. Eves: I have a government amendment to section 2 on 
the first line of the section. 


Mr w Chairmanss«Mre «Byes .moves, that ~sections .2 ToOfssthe« Dilt 
be amended by inserting after the word "act" in the first line, 
"except section '5..” 


Is there any discussion? 


Mrpw PAA Lip: «Mrs Chalrman jes laswonders helni scoeanspirit. Jor 
Christmas, if we could deal with that and section 5 at the same 
time. That will get the minister's amendments out of the way. I am 
quite prepared to do that. 


Mr. Eves: Would you like me to move the amendment to 
section 5, as well, Mr. Chairman? 


Mr. Chairman: No, we have one motion. We can only take 
one motion on the floor at a time. IS there any further discussion 
on that? 


Mr. Philip: Unfortunately, this government has not been 
prepared to deal with the whole problem of illegal rents in an 
adequate way. Often what happens is landlords use illegal rents as 
a way of rationalizing upwards rather than rationalizing. We would 
go about it in a different way, but we will support tne amendment, 


Mr. Chairman: Fine, thank you, Is there any further 
qaiscussion on the amendment of Mr, Eves? 


All those in favour of Mr. Eves' amendment, please raise 
your nands., It's unanimous. 


Motion agreed to. 
Mr. Chairman: Shall we go to section 3? 
Mr. Philip: Let's deal with section 5. 


Mr. Epp: Mr. Chairman, before we go on, I nave an 
amendment; myself; for..section .2,which»is)a4little. different..from 
Mr, Philip's. We have nad partial discussion on it, but I would 
like to put it forward. 


On section 5: 


Mr, Chairman: Can we come dack, LS was Sort of 
understood we would move to section 5, setting aside anything 
further on sections 2, 3 and 4. We'll go to section 5 and back, 


Mr, Eves moves that section 5 of the bill be amended by 
striking out the words “and to which this act applies" in the 
third and fourtn lines and inserting in lieu thereof “where the 
neacing in respect of the application is commenced on or after the 
day this act comes into force," 


Is there any discussion? 


Hon. Mr. Elgie: My only comment is the one I made 
before. It'S apparent to uS now that this setting aside of 
equalization, while the whole principle and wnether it should be 
phased in and how it should be handled is reviewed, would mean 
that it would apply only where there was a pass-through cost 
involved. It was intention that it would apply to any hearing, 
whether or not there were costs being passed through. 

Mr. Philip: May I just ask the minister one question. We 
will support it. If the minister is going to get away from tne 
main Princrple of the “bill, . namely; “An -AcCt? toe¢providersfor, an 
Interim Restraint on the Pass Tnrough of Financing Costs in 
respect of Residential Complexes, why would he not at the same 
time put into the bill some way of dealing with the whole problem 
of illegal rents, namely, a registry or some otner form of dealing 
with that problem? 


Hon. Mr. Elgie: We are presently exploring ways’ and 
means that might be achieved in a pregnant way. 


Mr. Philip: My goodness, how long does it take? 


Hons "Mr. “Elgies**“Usually in the case of rent review we 
are able to get things done. 


Mr. Philip: Your government's record may not be as good 
as yours. 


Mr. Elston: It's not the same record. 
Hon. Mr. Elgie: I know, you're a nice young man. 
Mr. Epp: May I ask the minister a question? 


Mr. -Elston: I'm afraid he's going to’ invitees mersout. to 
dinner with him and Elie. 


Interjections. 


Mr. Philip: Mr. Chairman, would you ask the minister to 
start practising politics and get away from brain surgery? 


Hon. Mr. Elgie: I try to, but as I look around, I often 
feel the urge to go back to it. I can see a number of potential 
candidates. 

Mr. Epp: Let the record show where he was looking. 

Mr. Brandt: Can I help? 

Hon. Mr. Elgie: You were the first candidate. 

Mr. Swart: Don't let anybody deter you, Mr. Minister. 
There are all kinds of people who would like to see you go back to 


ity too. 


Interjections. 


Mr. Chairman: Order. 


Mr. Philip: If you: were to. operate .on that side,..you 
might have trouble finding-- 


Hon. Mr. Elgie: No, now don't say it. 
Mr. Chairman: Order. Mr. Epp? 


Mri. Epps) ¢Deabingy withe sectionsiay;m Isghady.a pfewy queries 
with respect to the egualization and whether this should be a 
percentage increase or a dollar increase. I know the minister 
indicated earlier today to me that he would take a look at that. I 
was just wondering if you nave yet. 


Hon. Mr. Elgie: Could we discuss this when we get to 
your amendment? I have talked to the commission about it, and they 
are prepared to discuss that when you get to it in terms of the 
problems they see with it. That's a separate amendment and we will 
be glad to discuss it. 


Mr. Epp: We're dealing with that? 
Hon. Mr. Elgie: Yes, 


Mr, Chairman: We're dealing with section 5 now, Mr. 
Eves’ amendment to section 5, Are there any other comments on Mr. 
Eves’ amendment to section 5? 


All those in favour of Mr. Eves' amendment, please raise 
your hands. Eleven, that's unanimous. 


Motion agreed to. 
On section 23 
Mr. Chairman: We're back to section 2. 


Mr.h Epps With? Che: (kind)’ of: srecoraye that -Mr.eekhves Whad; 
maybe I should nave given him my amendments. Maybe he will get 
unanimous support on them, 


Mr. Brandt: Herb, it won't help. 


Mr. Epp: At least maybe Mr. Eves would vote for it. 

Mr. Chairman: Mr. Epp moves that subclause 2(b)(i) of 
the bill be amended oy striking out "the day this act comes into 
force, and” in lines two and three, and substituting therefor 
"November 16, 1982." 


Mr. Epp: Tnis would include all those applications that 
were submitted, including November 16, ratner than the day the act 
comes into force, It's slightly different tnan the one that the 
member for Etobicoke (Mr. Pnilip) raised earlier and I wanted to 
put it forth in view of the fact that the government seems to be 
more amenable to a few amendments now. Maybe they'll support it. 


Mr. Philip: That, as you can see by my hand, was our 
backup amendment to my original amendment, part of the sense of 
compromise-- 


Mr. Chairman: Let the record show. 


Mr. Philip: We were willing to compromise by having this 
amendment if the minister wouldn't back our original amendment. 
Therefore, of course, we would be happy to support Mr. Epp's 
amendment. 


Mr. Swart It seems to be a very reasonable amendment. 
The date of November 16 is much more significant than the date 
this act comes into force, whenever that may be. They're only 
referring here to those properties where there has been a double 
pa Ee © 


The minister made it clear on November 16 that he was going 
to take some action with regard to those. Surely, let's make it 
November 16 rather than the day this act comes into force, which I 
presume would probably be tomorrow normally. 


Hon. Mr. Elgie: We hope. 


Mias eWart ne Thats.mise over «wone. months. Later, =.<and».a i siot..of 
things could have taken place in between then and now with regard 
to applications. I think it's a very reasonable proposal. I'm sure 
that if the minister said he would accept this, the Conservative 
members on that side would support it. 


Hon. Mr. Elgie: My comments are really the same as to 
the first amendment to section 2 on the reasoning that led us to 
these two amendments. I would have to stand py that position, Mr. 
Chairman. 

Mr. Philip: Call the question. 

Mr. Chairman: You are looking at Mr. Epp's amending 
motion. sAllsithose in. favour of Mr. ‘Epp'’s motion, please raise 
their hands. Five. 

All those opposed, please raise their hands. Six. 

Motion negatived. 

Mr. Chairman: Mr. Epp, I think you have another, 


Mr. Epp: I have another one. I have one to clause 2(b). 


Mr. Chairman: Mr. Epp moves that subclause 2(b)(ii) be 
deleted. 


Mr. Epp: As you see, "the application is in respect of a 
residential complex that has been purchased more than once after 
the 3lst day of October, 1979." That would apply to all units. 


Mr. Philip: We will support that for the reasons we gave 
earlier for our original amendment to section 2. 


9: 50" Oem. 

Mr. Chairman: Thank you. Any further discussion? 

All those in favour of Mr. Epp's amendment, that 2(b) (ii) be 
deleted, please raise your hands. Five. All those opposed, please 
raise your hands. Six. 


Motion negatived. 


Mr. Cnairman: I believe Mr. Epp "also" -thaS'i"the® enext 
amendment. 


Mr. Philip: I believe I have the next amendment. 

Mr. Chairman: Sorry. Shall section 2, as amended, carry? 
Section 2, aS amended, agreed to. 

On section 3:3 


Mr. Chairman: According to what I have, Mr. Epp is 
amending subsection 3(1). Mr. Epp, you are on subsection 3(3). 


Mre Phrlip: * No P=1 “-am™ ons (EPS9 Since’ mine 2 strikes™ the 
whole section, I believe it takes priority, but you may want to 
check that. 


Mr. Epp: Well, 3(1) comes before 3(3). 
Mr. “"Chairman: "Nov wiMr. eS PAITip’s YP ist Sfunderheath ..enLooK 
underneath his. His is stapled out of order. 


Mr. Philip: Sorry, they were stapled are out of order: 


Just check the next page. 


Mr. Chairman: Mr. Philip moves that subsection 3(1) of 
the bill be struck out and the following be substituted therefor; 





3(1) Despite sections 125, 131, 134(1)(c) of the Residential 
Tenancies Act, no landlord shall increase the rent charged for any 
rental unit by more tnan five per cent of the last rent that was 
charged for an eguivalent rental period, 


Mr. Philip: “This iis” ale much* %simplervoway of =going -about 
the problem. While the study that is promised will take 
approximately a year, maybe a little less, we feel that there 


should be a freeze of five per cent on all rents in this province. 


This has bdbeen reguested by the various tenant groups. We 
concur with that. We recognize that it is only an interim freeze, 
namely, until such time as the minister can deal with the problems 
that tenants have been dringing to his attention and that we, in 
the New Democratic Party, have been bringing to his government's 
attention for a number of years. That is the purpose of the 
amendment. 


Mr. Epp: Mr. Cnairman, the amendment is similar to ours 
and we support it. We very heartily support a five per cent freeze 
in the rental sector as well as in other sectors, as we have with 
respect to the restraint bill, Bill 179. 


We are trying to be very consistent with respect to this, 
and we are consistent. AS you know, we opposed the Hydro increases 
of eight and some per cent. We opposed the OHIP increases of about 
five per cent. We oppose any energy costs or other increases above 
five per cent. 


We are obviously in support of this particular amendment. It 
is a continuation of the restraint bill, which says that we should 
limit increases to five per cent. 


Mo. Svartivenl wanticotoyspeakvrinssupportofs this bill,;-cin 
addition to the reasons given by my colleague and all the reasons 
given in second reading. 


I want to point out now that this government nas seen fit to 
impose a five per cent freeze on salaries of 500,000 people in 
this province, regardless of the effect on those _ people, 
regardless of how it is going to hurt them. I heard one of those 
Making a submission this afternoon say that if you want to do 
something about inflation, you're going to have to do something 
about prices. 


Tnat has been, as the minister and the members here well 
Know, the view that we have had within this party. That 1S where 
the first steps should be taken. We have endeavoured to change 
that bill to a fair prices commission. We endeavoured, even in 
that bill, if we had got to those amendments--and we made this 
perfectly clear--we would have put this five per cent limit on it. 


We regret that the Liberals were not prepared to go along 
with us on our fair prices commission, but we are being perfectly 
consistent. The government has decided to impose this five per 
cent freeze, this added weight, on 500,000 civil servants. If 
there iS going to be any degree of equality, then surely on 
something like rent we should be willing to do the same. It is 
simply not good enougn for the minister or anyone else to say, 
"Yes, but there may be great injustices here if we do this." 


you did not take that into consideration when you froze the 
Salaries of the civil servants. Many of those are going to be the 
ones who will nave to pay the 15, 20 or 25 per cent increase in 
rents. If you believe you have the power to commit those 
injustices there, if you will, Surely you should have some degree 
of fairness and support this proposal by my colleague Ed Philip 
put on behalf of the NDP. 


Mr. Chairman: Thank you. Mr. Minister? 


Hon. biMc. Sth tone sa. First<i0f) ,all,j, ane wesponse .to, Mn. Swart, 
the government has made it very clear that it would have favoured 
an all-Canada wage and price control program. In the absence of 
that, and the political will being that the public sector set the 
example for a variety of reasons, this is the route this 
government has chosen to take. 
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We are keeping in mind that there is also a bill before the 
House, allowing it to opt into a national scheme, should one 
nappen. 


I think there is evidence now that inflation is plummeting. 
There is also evidence that interest rates are following it. I 
think that speaks well of the whole process in both the private 
and public sectors, where settlements and prices are dropping. 


AS you and I have commented on many times, it is most 
Striking in the food area-- 


Mr. Swart: ESpecially the farmers. 


Hon. Mr. Elgie: -~-where there have been Striking 
decreases in prices. In any event, as you know, there has been a 
rent control system, a rent review system, in place in this 
province since 1975, carried on even after wage and price controls 
were lifted. By and large, it has served the people well. 


We are now seeing some changes based mainly on interest 
rates and on energy costs. More recently, there have been changes 
in interest rates on the basis of sales that have occurred and the 
financing associated with them. It is our view that it would just 
not be practical at this time to consider this issue in isolation. 


The whole issue of how rents are to be increased is before 
the Thom commission. As I have already said, it would be my 
intention to introduce legislation in the fall of 1983. I have 
also asked chairman Tnom to submit interim reports, so that if 
there are matters that should be dealt with before then, that 
could be done. For that reason, I would tnink that tnis issue, in 
isolation, snould not be one that is considered. 


Me. Chairman: Tnank you, Any further discussion? 


All those in Eavour of Mr, Philip's amending motion, please 
ralse your nands. Five, All those opposed, please raise your 
nands,., Six. 


Motion negatived. 


Mr. Chairman: Mr. Epp moves that subsection 3(1) be 
amended by Striking out “where™ in line four and substituting 
therefor "“whetner or not," and that it be further amended by 
Striking out "as the component of the total increase in rent 
determined by the commission that is attributable to sucn increase 
in financing costs" in lines eignt to 10 and substituting therefor 
"an overall rent increase of," 


Mrs EppsgoTheseffect » of this is to @bimnith thetemmereasessto 
five per cent, Mr. Chairman. 


Mc. Philip: The same arguments recycled by us and by the 
minister. Let's take the vote, 


Mc. Chairman: Any furthers comments? Any aifferent 
comments, Mr. Minister? 
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Hon. Mr. Elgie: No. 


Mr. Chairman: All those in favour of Mr. Epp's motion, 
please raise their hands. Five. All those opposed, please raise 
your hands. Six. The motion fails six to five. 


Motion negatived. 


Moaincbairgans .Mr.-qciphidap, snyouaszhave section » 3, .-dealing 
with subsections 3(3) and 3(4). 


Mr. Philip moves that section 3 of the bill be amended pby 
adding thereto the following subsections: 


(3) A landlord that iS a corporation and has made an 
application under section 126 shall disclose the names_~ and 
addresses of all persons owning five per cent or more of the 
issued Shares of the corporation. 


(4) The commission shall adjourn the application until the 
landlord makes disclosure under subsection 3(3), and where the 
landlord fails to make such disclosure within 30 days of such 
adjournment, the commission shall isSue an order that rents shall 
not be increased for a period of one year from the date of the 
order. 


LO@p 3m? 


Mrs Philip: We recognize that if would be more 
appropriate to have the disclosure amendment in the Corporations 
Information Act. We moved that in 1977, but unfortunately the 
other two parties voted against it. If that had not been the case, 
maybe we would not have the problems that we are now facing. 


Having said that, we cannot amend the Corporations 
Information Act because it is not before us. Therefore, we nave 
taken the less satisfactory route, but nonetheless, one that deals 
with the basSic principle that we feel is just. 


It is):impossible, or very: difficult to say the, least, to 
find out whether or not transactions are arm's-length transactions 
unless we know the principals involved in the corporation. We have 
only during the last few days had examples that I revealed in the 
House where the commission was denied the information when the 
commissioner asked for that information. 


In one case, it is my understanding that the landlord, even 
though he was allowed a 23 per cent increase but not the financing 
pass-through, is in the process of appealing that. By putting this 
into statute, you are, in fact, giving your residential tenancy 
officers the power to demand that information and not to run the 
risk of that demand being challenged in either the courts or in an 
appeal. 


We ado not know the result of the appeal, but surely the 
principle is sound. It was sound when we moved it to the 
Corporations Information Act, and we think that it is sound under 
this act. Tenants have a right to Know who their landlord is. 
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Mr. Elston: I have some concerns about the amendment. 
Abthough’ in“principlé ol sthinke Dy can support atpectherevare? some 
very difficult situations which it does not deal with. 


If we are looking for disclosure in the issue in this type 
of situation, I think we have to deal witn differentiating the 
non-arm's-length from the arm's-lengtn transactions. Where you ask 
that all the names and addresses of persons owning five per cent 
of more be disclosed, it iS not unusual to have nothing but 
corporate clientele. I presume that "person" in this sense is 
meant in a much broader fashion. 


I suppose if there is anything that we ought to have learned 
from the series of transactions that have occured, it is the fact 
that merely asking that the applicant unveil the owner of its 
Shares will not in itself solve the problem. Any number of 
corporations can hide those people behind the scenes. We could 
have any series of numbered companies which would, on the face of 
them, appear not to be related. Only when you get to the directors 
Or nominees or beneficial owners or whatever, you may Start 
Finding some interrelation between the corporations. 


In this section there’ is no way, if: Mrs ©Phillips® was 
actually trying to get to the final beneficial owner, that those 
sorts of items would come to the fore. I see what he is getting at 
and I rather suspect that the result of the placement of the 
amendment will not require us to refine it. I can support in 
principle what he is trying to do, though, in dealing with that 
non-arm's-length/arm's-length transaction problem. 


There are a number of philosophical questions that we get 
to--in fact, we discussed them in the brief interlude between 
Macdonald Block and nhere=-with respect to the types of 
difficulties that solicitors might get into if they are forced or 
cequested by a commission to reveal the names of a (inaudidle) 
trust for which they are acting under strict terms of a trust 
agceement which requires nondisclosure. 


All sorts of ramifications there may cause us difficulties. 
But [ think that this type of thing has got to be at least opened 
up for discussion so that we can get behind those types of 
transactions which we have seen recently. I think all of us, even 
those of us who are professional and not lay people in terms of 
the tenants’ groups, who are trying to tind out who the owners 
are, nave been stymied in relation to finding out the real and 
true owners, I dare say that probably the minister and his 
officials have run up against some difficulty. 


I think perhaps he might consider this in particular as a 
Starting point for rethinking the whole disclosure issue and 
perhaps for developing at least some guidelines for the rent 
review people. 


Mr. Philip: I accept the comments made by Mr. Elston. 
That was one of our problems, with having only a limited number of 
hours to prepare this bill, 





ta 


It is guite common, though, in a committee like this, if the 
Minister and the other parties will accept the principle of an 
amendment, to agree that a member from eacn can get together with 
legislative draftsmen and clean up tne wording to do what is the 
intent of the amendment. I am sure Mr. Elston would accept that, 
since ‘ne’ Thas*+ agreed? with “the principle... of wits I -nope ‘the 
government may also accept that and that the government members 
will vote for the amendment with that understanding. 


Mon OSwanrtarteeshoulargustssbike *roeadd “Gthatiilwthinkwit >is 
clear what we are endeavouring to do with this clause--to provide 
a penalty if there is no disclosure. There may or may not be a 
penalty now with regard to pass-through of finance, but we are 
saying that is not enough. 


First, if they do not want to disclose wno the beneficial 
Owners are, then there should not be any rent increase at all. 
Second)» wei: ‘think ’that? *just*® to put the’ -sort® of penalty .in* the 
guidelines, as it is at present--there is one penalty there 
now--is not good enough because it can be taken to court, as my 
colYveague~has* just* said “It*-is’ not’ a lawiewhen it is in. the 
guidelines. 


Even if we were only to leave the one penalty, where we have 
no pass-through to financing, it is clearly much better to have it 
in the act than it would be just in some guidelines which may or 
may be not followed by the rent review commissioners and which can 
be appealed. So we really believe there should pe a penalty that 
LEempuUreinétne act: 


Mr. Brandt: By way of pursuing that same point, I wonder 
if the minister could anSwer a guestion in regard to the way in 
which the commission is presently dealing with this very matter. 
How do you fact establish the propriety of a transaction in 
attempting to establish the arm's length relationship between, 
say, two numbered companies in a sale where they are asking for an 
increase which is predicated on the value of that particular sale? 
What happens? Does the whole machinery grind to a halt now? 


Hon. Mr. Elgie: If I could refer to last week's case, 
where Commissioner Braund was faced witn the issue of a numbered 
company being the last company in a chain of events. In that case 
he held that it was vital that he Know who the beneficial owners 
were in order to make a determination aS to whether or not there 
had been an arm's-length transaction. 


The commission is presently working on a disclosure form 
which would require applicants to fill in if the commission 
determined, on the basis of the application, that such information 
would be vital to the hearing. 


I Know that Mr. Philip and others will say that the decision 
of Commissioner Braund is up for appeal, but it is our view that 
the two avenues that are now available, namely, the decision of 
Braund and, second, tne disclosure form whicn the commission will 
be requiring in appropriate cases, provide us with the tools we 
need in order to ascertain beneficial ownership for the purposes 
of that hearing. 
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That sets aside the broader issue that Mr. Elston referred 
to of wnether or not one should look at the whole issue of seeing 
through the corporate veil. There are certain instances when it 
might be to the detriment of some parties, at least for a time, to 
see through the veil, and there are many arguments that many 
people would like to put. Certainly, it is a policy. issue that we 
will be looking at because it arises in this as well as in other 
matters. 


I do not, however, think it is a policy isSue which should 
be determined in a broad way like this at this time, when we 
already have things in place with the Residential Tenancy 
Commission, which I think will deal with specific problems related 
to arm's-length transactions. 


10:10 p.m. 


Mr. . Brandt: Ie should exbikeartoossaysm tVenyerguicKhiy, esthatwat 
raised tne question pecause I want the members of the opposition 
parties to know that I personally nave some sympathy for the views 
they are putting forward. I wanted the minister to indicate the 
kinds of mechanisms that are presently being employed in order to 
deal with that specific issue. 


It perhaps may not go as far aS may be wished on the other 
Side, but at least it covers the essential thrust of what you are 
trying to get at, which is disclosure of those numbered companies 
to ascertain whether in fact these dealings are at arm's length or 
not at arm's length. 


Hon, Mr. Elgie: In answering you, I would remind you of 
section 93 of the Residential Tenancies Act which really says that 
every decision of tne commission snall be upon the real merits and 
justice of the case, It's our view, although it's subject to 
appeal, that Commissioner Braund nas endeavoured to invoke that 
section to its fullest extent. 


Again, let me say that I’m not saying that personally I have 
any opposition to the view that there are circumstances when the 
corporates (bibl should sbe: :(imaudible).ed Wothinkesthet jis ea spubilic 
policy issue that one shouldn't resolve right here and now in this 
bis 


Mr. Elston; Can the minister tell when a situation might 
atise where a commissioner wouldn't want to Know about’ the 
beneficial ownership vis-a-vis two companies? I mean to determine 
the aon=-arm's length information-- 





Mr. Williams: One situation might be where there's no 
increase in financing. Another might be a simple sale. Another 
Situation might be where the owner has died and so the ownership 
is forced to be transferred through the estate of the will. 
Anothec example mignt be where a bankruptcy has occurred, the more 
oovious ones such as [I have just given examples of. 


We are working on a disclosure document where a sale has 
taken place and it is difficult to determine whether an 
arm's-length transaction has taken place and we would ask that the 
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document be completed at that time. Thnis would be after the 
application has been submitted to the Residential Tenancy 
Commission. From perusal of that document, we would determine 
whether or not tne form would be required to be completed. If the 
landlord company fails to complete the form at that time, then the 
landlord may suffer an adverse decision of the commissioner. 


Mr. -Eiston: “I can “see ina "bankruptcy “situation if you 
have companies which are related in terms of financing. For 
instance, you get into the question of Greymac where their current 
situation is where they are related, or at least companies that 
appear to be related in one way or another. 


Hon. Mr. Elgie: Associated in some way. 


Mr. ETston: Associated, yes. Even in a bankruptcy 
Situation where one may have been a prime creditor and you're 
using the mortgage of another transaction. It seems to me even 
though you cite those particular situations--I thank you _ for 
those--in each one of those situations you may very well want to 
Know a little bit more about the real connection behind all that. 


Mr. Williams: Obviously, you are referring to numbered 
bankruptcy Situations. I was referring to company A, B, C going 
bankrupt. 


Mr’. "Elston: Even, with respect, if you have a= name 
company, in my opinion, it doesn't much matter to a tenant whether 
their landlord is George Doe Corp. or whether it's the six 
numbered corp. Ontario Ltd. I don't know whether you know anything 
more about that corporation from their letterhead reading John Doe 
Or the numbers. I don't think I do. 


Mr. Williams: I think you've made an excellent point. 
The point -that™ you “are “making” is that ‘it is -very ‘difficult to 
write a piece of legislation that would allow you to get all of 
the information in the instances that you refer to, and yet to 
protect corporations or individuals in instances where it is not 
reguired. Rather, section 93 of the Residential Tenancies Act, a 
portion of which the minister has just read, iS very broad right 
now and allows the commission a great deal of discretion in 
pursuing specific cases where it is of the public interest to 
pursue sucn matters. 


ry “Peulip: sr don t want to protong’™ it, but  T°lb “ask: “a 
double guestion and then perhaps we can take the vote. Would you 
not agree that failure to complete the form as requested by a 
landlord or by a numbered company, followed by your failure to 
hear the case or whatever other disciplinary action you wanted to 
take, can also be subject to another appeal? 


Hon. Mr. Elgie: The answer would have to be anything can 
be subject to appeal. 


Mr. Williams: Yes, it could be appealed. 
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Mr. Philip: Why would you not put into statute something 
that., would» forces disclosure, | without. ithe »absticy jscOe havesavour 
tenancy commission tied up in an appeal or, worse still, in a 
court case the results of which you do not Know or can't predict? 


Hon. Mr. Elgie: What I am saying 1S whether or not we 
agree on the issue of disclosure, and I am sure each of us in tnis 
roomy hasS»pdifferents aviewSe<about sltyar YOU «musSt,~hnave cine s.osG, al 
believe it was, when the issue was discussed, the issues of 
privacy and when one should have the rights to privacy and when a 
corporation should have the right to privacy. 

What I am saying to you is that the overall principle of 
piercing that privacy veil of an individual or a corporation is an 
issue which I do not think should be resolved in totality in this 
way, but rather I believe that the discretion the commission now 
has to pierce it in appropriate cases is the appropriate one, 
pending a public policy decision on the specific question you 
raise with your amendment. 


Mr. » Philip: If..you ‘Losexethe appeal, atwill: .yours introduce 
legislation? 


Hon. Mr. Elgie: If I lose the appeal, I will certainly 
look at remedies. 


Mr. Philip: You should be the Premier, You are about as 
evasive in your answers as he is. 


Hon. Mr. Elgie: You nave taught me a lot. 
Mr. Chairman: Any further discussion? 


Tnere being no further guestions, we are dealing with Mr. 
Philip's amendment adding subsections 3(3) and 3(4), 


Motion negatived, 

Mr. Chaircman; I am going to ask the question on section 
3, which simply has with it sudsections 1 and 2. Snall section 3 
carry? 

Section 3 agreed to. 

Section 4 agreed to. 

On section 53 


Mr. Pnilip: I believe my motion is to delete section 5 
and put in a new section. 


Mr. Chairman: Mr. Epp moves that the bill be amended by 
adding thereto the following section: 








5{1)1. In this section, “dwelling unit" means a room or 
Suite of two or moce rooms designed oc intended for use by one or 
more pecsons as living accommodation in which culinary and 
Sanitacy conveniences are provided for the exclusive use of such 
person Or persons. 
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2. Notwithstanding section 45 of the Planning Act or 
sections 34 and 44 of the Ontario Heritage Act, in every community 
where tne vacancy rate is below three per cent the local council 
may refuse to issue a demolition permit for the demolition of any 
bubldingsisabject otowthistiactj > dfe suchisbuildingy.contains;esix)or 
more dwelling units, other than a building coming within the 
definition of tourist establishment as defined in the Tourism Act 
Or except where such building is, 


(a) unsafe within the meaning of the Building Code Act, or 


(b) built to a residential density which is 50 per cent or 
less of the maximum residential density which the council may by 
bylaw permit under the official plan for that municipality, in 
which event this section shall not apply. 


3. Nothing in this section shall derogate from the authority 
of the council to refuse to issue a demolition permit under any 
act where, had this section not been enacted the council would be 
entitled to refuse to issue a demolition permit. 


4. Where the council refuses to issue a demolition permit 
under this section or neglects to make a decision thereon within 
45 days after the receipt by the clerk of the corporation of the 
application, the applicant may appeal to the Ontario Municipal 
Board «within #930 .days » after . the. expiration of the 45 days 
hereinbefore referred to, aS the case may be, and the Ontario 
Municipal Board shall hear the appeal and either dismiss the same 
Or direct that the demolition permit be issued and the decision of 
the board shall be final. 


5. The person appealing to the Ontario Municipal Board under 
clause 4 shall, in Such manner and to such persons as the Ontario 
Municipal Board may direct, give notice of the appeal to the board, 


10:20 p.m. 


5 (2Qjck. bin .thiss-section saq“dwelLing : unit". .means .a-.room or 
Suite of two or more rooms designed or intended for use by one or 
more persons as living accommodation in which culinary = and 
Sanitary conveniences are provided for the exclusive use of such 
person or persons. 


Mr. Epp, do you want these two voted on at the time time or 
at separate times? 


Mr. Epp: At the same time. 

Mr. Chairman: To continue: 

2. This section applies to every municipality where the 
local council does not have the authority to refuse demolition 
permits to applicants who have obtained building permits unaer the 


relevant statutes, for any building that is, 


(a) unsafe within the meaning of tne Building Code Act; or 
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(b) built to a residential density whicn is 50 per cent or 
less of tne maximum residential density which the council may by 
bylaw permit under the official plan for the city of Toronto, 


in which event tnis section shall not apply; 


3. When the owner of any building containing six or more 
dwelling units other than a building coming within the definition 
of tourist establishment as defined in the Tourism Act or except 
where such building is defined in clause ii applies for 


(a) a demolition permit; or 
(b) a building permit entailing work that will require 
(1) a demolition permit; or 


(ii) possession of the units under 5(2)1 of the Residential 
Tenancies Act 


the landlord snall no longer be entitled to any rent increase 
above the total of the last lawful rents that were charged for the 
residential complex. 


Mr. Epp: In essence, this is the same as the bill that 
was put forward by the member for St. George (Ms. Fish) which she 
put through aS a private bill, Prl3, which went before the justice 
committee and was hneard, and which [I think had a lot of support 
from the ratepayers and tne tenants, etc., of Toronto. 


It iS a concept and amendment that could easily be accepted 
by this committee and get the wholehnearted support, I tnink, of 
most people in this province. In essence what it means is that you 
cannot just go ahead and demolish a building without going through 
certain safeguards. 


Mr, Philip; This amendment does what I attempted to do 
in my private member's bill under the Planning Act and what Bill 
Prl3 attempts to do. The Minister of Municipal Affairs and Housing 
(Mr, Bennett) has clearly indicated he is not prepared to pass 
tnat. Therefore we nope that, as the Minister of Consumer and 
Commercial Relations tends to be more progressive in his thinking 
than the Minister of Municipal Affairs and Housing, he will accept 
this amendment, 


I call the vote, 


Mr. Chairman: Thank you. By the way, Mr. Philip, we will 
have a bit of a different answer for you on your next amendment, 
as to reading it out. 


Are there any other comments? Does anyone wisn to address 
Mr. Epp's amendment, suosections 5(1) and 25(i2)a,; <e@beforeacthe 
Ininister addresses it? 
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Mr. Brandt: I nave one comment. I see some pasic 
inconsistency between this amendment and the position of the 
member for Waterloo (Mr. Epp) in connection with private property 
rights. I nave to make that point with some dismay. I don't see 
tne consistency between the two positions you've taken on this 
amendment and on your earlier position. I have some difficulty 
witn that. 


Mr. Epp: My private property rights resolution will be 
coming before the House some time in the new year, Mr. Brandt, and 
I am sure that you will be able to speak to tnat and support it as 
L wilds. 


Interjections. 
Mr. Philip: There is no consistency-- 


Mcve Ghairmans:, Me. oMinister,.,.d0 -.VOlk,iwiSh». to address 
yourself to Mr. Epp's amendment? 


Hon. oMriwn -bloie<s4As: stow thes inconsistency,. with’..Mr...Epp's 
motion and this motion? No, I don't want to. 


MreePhibip:.Call athe aote. 
Motion negatived. 


Mr. Chairman: Mr. Philip has an amendment to the new 
clause 5(a). Mr. Philip moves as follows: 


5(a) Section lll of the Landlord and Tenant Act is amended 
by adding thereto the following subsection: 


(3) (a) Every landlord shall maintain and keep available, in 
the residential complex, for examination all reasonable hours, a 
schedule showing, for each rental unit located in the residential 
complex of which he is the landlord, the following information: 


(1) the number of bedrooms; 
(ii) the current rent being charged for the unit; 


(iii) those services and facilities, accommodations) and 
things included in the current rent for which a separate cnarge is 
allocated by the landlord and the amount of each such charge; 


(iv) the immediately preceding rent that was charged for the 
unit; 


(v) the date of the last rent increase for the unit. 


(Db) Where there is more than one rental unit in a 
residential complex, the landlord shall post up conspicuously and 
maintain posted a notice advising of the existence of the schedule 
and when and where it may be examined by persons having an 
interest in the matter. 
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(c) Every landlord shall, at least once in every 12-month 
period, give to the Residential Tenancy Commission established 
under the Residential Tenancies Act a copy of the schedule 
Maintained by him under clause (a). 


(ad) The residential tenancies commissions shall keep the 
schedule received by it under clause (c) in the region in which 
the residential complex is situate and shall make the schedule 
available for examination by any person naving an interest in the 
matter. 


(e) Tne commission shall audit any schedule submitted under 
clause (c) to determine whether the rents thereon are legally 
chargeable rents for the units concerned. 


(£) For the purposes of clause (e), the legally chargeable 
rent for a unit is the rent legally chargeable under the 
Residential Tenancies Act. 


(g) Tne commission shall, at least once in every 12-month 
period, conduct a survey of all rental residential premises to 
determine whether the scnedule nas been filed by the landlord 
under clause (c). 


Mr. Philip: What this attemptowto 600,24Mrn. eachatemany7is 
that we believe that there should be a registry. We believe that 
there has been a great problem about this. We Know that tenants 
have been going to this ministry over and over again for the last 
four or five years on this problem. This attempts to help the 
minister do what he has said in essence he supports. We don't see 
any reason why we snould wait for a commission to report a year 
from now in order to deal with the problem of illegal rents. 


Mr. Epp; I have no areircul ty in Supporting this 
particular amendment. There may be some differences with respect 
to the way it is actually implemented and so forth, put I think 
from the standpoint of the principle of the registry, as you know, 
we have been in support of this all along. In fact, when Bill 163 
came along we supported it then. We regret very much that 1¢ 
hasn't been implemented. I do wish the minister would get on his 
white norse and implement it as guickly as he can. That's almost 
now, We support it. 


Hon. Mr. Elgie: The only comment I have to make, Mr. 
Chairman, is that I have indicated a great deal of support for 
andeayours to get at the issue of illegal rent increases, We are 
presently exploring ways and means Of having viable ways of 
dealing with this issue, As you Know, part of the bill that we 
passed in 1979 was struck down by the Supreme Court. Those are 
matters we are looking at now. For that reason, I would have to 
Oppose this motion at the present time. 


Mr. “/ Chairman? * ALLO othose* sintesfavourneioLy showy) Phalipss 


amendment regarding a new section 5(a), please raise their hands. 
Five, All tnose opposed, please raise their hands. Six. 


Motion negatived. 


rE 


Meverchaitmans2/ALll «~thosel= iniitavourm ofA section -5; as 
amended, please raise your nands. Higher, please. Opposed? I think 
I saw all of them. 


Section 5 agreed to. 
On section 6: 
Section 6 agreed to. 
On section 7: 


Mew (Chairman: Mr... Philip moves =that iseetionm? Psatoe tthe 
bill be struck out. 


On Mr. Philip's amendment, I nave to rule tnat out of order 
in that it is deleting a whole section of the bill. The proper way 
ys-CO.VOte against it, 15° youcdon’ tawisna t. foe's anot~ineorder to 
have a deletion motion of an entire section. 


Mi. UPN lips ft) couldmargue, that,:-but; ©: widdesgsinplysispeak 
On section /. 


Mr. ChairmanscYes;7i carry <on. 


Mr. Philip: Mr. Chairman, ‘we have had promise after 
promise by this government that it would deal with the problems of 
tenants. They have not produced. Before I will see what little 
protection that is given under this act repealed, I want to see 
what the new legislation is going to be. Therefore, I will vote 
against this repeal. 


Mr. Swart: Just to add to what my colleague has said, we 
Eecognize that Biil 198. is interim)? legislatione®until. ‘wee get 
something else in place, we hope some very fundamental amenaments 
to the rent review act. To put in a self-destruct clause when we 
don't Know when new legislation will be introduced seems to me to 
Eequire’ faith on “the part of us “and the-tenants that: is not 
warranted, 


Why would the minister not himself remove this clause? The 
government nas power to bring in a bill to rescind this bill. In 
fact, it can be right in the new rent review act. That would seem 
to be the reasonable way to do it. 


You do make us very suspicious that the intent may be in a 
year's time to abandon even this interim measure without any 
Changes in the rent review act. Because that is what could happen, 
we have to oppose this section of the act. As limited protection 
as it is, we want to see this stay in force until we get some 
fundamental amendments. There is no guarantee whatsoever that we 
will if we leave in section 7. 


Mr. Philip: There iS no guarantee that you will be 
minister in a year's time of this ministry. 


aie 


Mrs Elston: ASo Mriog@Philipr andioMr. Wwart &havetiargued, "1 
think ‘that rather ‘than tying “the end» of» this» bill (to a particular 
date, we really should have it tied to a particular event such as 
reacting -to the. Thom ' reports Or] with “a iparticuianr Solece wo. 
legislation. I think that would probably give all of us a great 
deal more satisfaction and faith. At that time, we would be able 
to again come back to the minister and provide him with some 
enlightening comments to hnelp him develop some very good and 
practical legislation. 


Mr. Philip: What happens if Claude Bennett becomes your 
Successor? Do you really think that you are going to get anything 
in the years to come? 


Mr. (*Chairmansucttesbeing ©0330 (p.m. poswe-ewally Carryeeche 
remaining sections. Shall section 7 carry? 


Mr. Swart: We need a recorded vote. 
The committee divided on section 7, which was agreed to on 
the following vote: 
Ayes 
Brandt, Eves, Kolyn, Piché, Stevenson, Watson. 
Nays 
Elston, Epp, Philip, Spensieri, Swart. 
Ayes 6; nays 5. 
Section 8 agreed to. 


Bill 198, as amended, reported, 


Tone committee adjourned at 10:32 p.m. 
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The Committee resumed at 7:30 p.m. in the Ontario Roon, 
MacDonald Block, Toronto, Ontario. 


BILL, 198, .RESIDENTIAL COMPLEXES FINANCING COSTS RESTRAINT ACT 
10 (Continued) 


Resuming consideration of Bill 198, An Act to 
provide for an Interim Restraint on the Pass Through of 
Financing Costs in respect of kesidential Complexes. 

i Mr. Chairman: May I call the meeting to order. 
I should like to confirm that fpr. Stevenson is back with us 
for the evening session. 

The First witness on the agenda is Alderman 
Jack, Layton.ofsWard-6,cor. the -City.-.of- Toronto. 

Gentleman, There are two microphones tnat can 
be used by the centre table, one on the rignt and omon the 
left, and there is one for the witnesses. 

Now, we don't have our regular Hansard people 
here so I am going to identify the mempers of the Committee 
for the reporter: the NDP over on the left, tir. Philip and 
Mr. Swart. You might put your hands up for the gentleman 
when I call your name. At the centre table is Mr. Elston, 


rf 


Mr... .Spensieri,,. Mr..Epp,. Liberals. PC, Mr. Kolyn, fAr. Stevenson, 
4 
Mr. Eves, Mr. Barlow and Mr. Piche. 
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Aa ks i 
Fine. Thank you very:Mmuch. 
Alderman. -could youcarry on, please. 
Alderman Layton: Thank you very much, 


- Chairman and Members of the Committee. 


wir 
nhs & 


This will be a fairly snort presentation. I 
know that you have heard many of the views that I will be 
expressing. I think that the Committee has before it an 
opportunity to take a dramatic step in favour of tenants 
across the province, particularly in Metro Toronto where the 


most dramatic rent increases have taken place. 









I was pleased to hear that the Ontario Government 
was submitting a Rent Restraint Bill. I am not satisfied 
with the provisions of the bill but nonetheless the intention 
expressed by the governient in addressing the problem with a 
separate piece of legislation is, I think, one that we should 
applaud. 

However, my submission to you is that we should 
make sure that the rent restraint legislation provides protec- 
tion to all tenants and not jJust.a small-group. It is not 
hat this small group doesn't deserve protection, they 
certainly do. However, there are many other tenants wno would 
not fall within the purview of the legislation wno I think 
deserve that same protection and I am sure that you have been 
nearing from them and will continue to hear from them. 


Otherwise this .o1lll puts in place a situation 
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wnere some tenants faced with dramatic rent increases as a 
result of the sale of their building will be protected while 
other tenants faced with dramatic rent increases as a result 
of the sale of their building will not be; and I think that 
tne basic concept of equity, which I assume everybody in the 
room to advocate, would demand that we make sure that tne 

i? legislation apply to all who are in a similar situation. 

What nas struck me, and I am obviously coining 
out of a recent intensive experience of the municipal election 
in Ward 6 of the City of Toronto, is that tenants perhaps 
15 for the first time in many years, and maybe beyond any previous 
past expression of discontent, are expressing dissatisfaction 
with the rental situation. 

I know some will argue that they have been pro- 
tected beyond wnat they deserve. However, my sonveeations 
with tenants certainly would indicate that this is not the 
case. For example, in several buildings in downtown Toronto 
known as City Park Apartments which are right behind the Maple 
Leaf Gardens, we have a situation wnere three large buildings 
having over 900 units were sold in June, exactly the same 
kind of situation as happened in tne Cadillac Fairview sale 
except on a somewhat smaller scale. 

These tenants are now faced with very large rent 
increases, anywhere between 30 and 40 percent, some in excess 
of 40 percent. I had a chance to talk witn many of these 
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things that struck me was the number of them who nave lived 
in those buildings since they were built. There is a signi- 
ficant portion of senior citizens in there who moved in to 
those buildings which, by the way, were the first high rise 
buildings built in Toronto, the first high rise apartment 
buildings, and they have lived there since they were built. 
Their incomes have not gone up at the rate of inflation. [In 
fact inflation has virtually ravaged their living situation 
and if it weren't for the fact that their accommodation has 
been reasonably priced, they would be in a desperate situation. 

If we don't enact legislation that will protect 
these tenants many of them are going to be on the street 
desperate to find some housing and I suggest that some of you 
might -- I am sure you have heard from these tenants, but 
you will do well to discuss their situation with them. I 
will tell you what they resent the most. 

What they resent is the fact that since they 


moved into the building they have in a sense purchased the 


building for the owner, the previous owner, They paid the 


mortgage off; they paid the interest, the taxes, everything 
else through their rent. If they happened to have been home 
owners, if they had chosen that option, they would have owned 


esidence free and clear, but because of the sale of 
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new owner. Nothing has been done to the building; there has 
been no improvement whatsoever - not that it has been badly 
maintained; it has been well maintained, but there has been 
no dramatic change in the status of that building as a 
physical structure or as a place to live except that the owner 
has changed. And this is going to produce for those tenants 
a Situation where they are going to have to leave and find 
alternative accommodation. 

I picked that one example because its an example 
where if we had set a date other than October 31, 1982, if 
we had set a date earlier, perhaps June 10, 1982, these 
tenants would have been protected by the legislation. I don't 
think that we should advocate a date or a condition that 
protects one group of tenants and not another and that is why 
I am supporting the campaign to institute a five percent 
limit increase on rents during the restraint period that has 
just been enacted by the provincial government. 

There is a precedent for this kind of thing drawn 
from an area in municipal politics. Some of you may remember 
the perhaps infamous or famous 45 foot height by-law which 
David Crombie introduced in 1972, and I think the concept of 
his 45 foot by-law parallels exactly what we are looking for 
in the five percent rent freeze, and the concept was this: we 
have a problem with our existing legislation. In his case it 


was the downtown plan for Toronto; in your case it is the rent 
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‘review legislation. 






















David Crombie said, "What we have to do is 
totally revamp our downtown plan and to do that we have to 
stop major changes in the downtown during the period that we 
review the plan and come up with something better." And I 
think this is the situation we are faced with with the rent 
review legislation. We have discovered and you have dis- 
covered that landlords have found ways of getting around the 
rent review legislation. Nobody anticipated that with a rent 
ceiling of six percent as provided for in the current legis- 
lation that we would be looking at 30 and 40 percent rent 
increases, and further, that these would actually be approved 
by the Commission; but that's what happened so I think what 
we need to do is take a look at the legislation - it will 
probably take nine or ten months to look at it and come up 
with a rent review system that will protect tenants. 

In that period of time what we have to do is 
put a ceiling of five percent on rents and in that way the 
tenants can be protected in the interim. I, submit. to you that 
the landlords will not be -- it may not be comfortable for 
some landlords, I grant you that but on the other hand, if we 
can come out at the end of the day with a system that is fair 


then I think that that will have been worth the cost of the 


ten month freeze. 
Tt... ~ Je a ee oie! oma Pa th SE ERS ae 1 ee ¢ 
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oA I hope that you will see fit to adopt this strategy and 
then we can undertake the serious job of dissecting that 

rent review legislation and coming up with a fair system of 
rent-control. 

Thank you very much. 

Mr, PHilap? 

Mr.) Philip: Alderman Layton, what you in fact 
are asking for is a five percent freeze but only for a short 
period of time until the government can so to speak get its 
act together and correct some of the other problems that you 
have been discussing; is that correct? 

Alderman Layton: That's the concept because I 
think that the Cadillac Fairview sale dramatized one of the 
problems with the current legislation. Your Committee has 
no doubt heard of other problems and in my view the way to 
tackle those problems is to put a limit on the rent increases 
for the moment, examine those problems quickly, come up with 
new legislation and then we can lift that freeze and bring 
in a new rent review system. 

Mr. Philip: So what you are saying is, 
Similar to what the Minister has been saying, that this is 
an interim bill and that you see no reason why it should not 
apply to all tenants rather than just the few that are covered 
by this particular bill? 


Alderman Layton: That's correct, and I think the 
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“tenants, both those who are protected under the current bill 


and those who are not, are going to be very resentful that 
legislation was brought in that affects only one group, and I 
would give credit to the Cadillac Fairview tenants who are not 
sort of breathing a sigh of relief and going back home and 
saying, ‘well we have been protected so that's fine by us.' 
These tenants are saying it is not fair that we be protected 
and others not be and I think it is to their credit. 

Mr. Philip: Well, as you probably know, we in 
the NDP will be moving an amendment to have the five percent 
freeze as you have requested. 

On the matter of disclosure, Alderman Foster, who 
was before us this afternoon, seemed to imply, and I didn't 
get an opportunity to ask him a question, that somehow offshore 
landlords pose a worse problem than local landlords, and as 
someone who has represented tenants before various Rent Review 
Boards, would you say that the problem of offshore landlords 
is one and that there is a need in this bill for some 
disclosure so that a tenant has a right to know who he in 
fact is doing business with? 

Alderman Laytons I-think? this “is “a problem) for 
tenants. For example, the City Park example that I mentioned 
before, created a tremendous amount of uncertainty because 
here was a group of tenants that had been informed that their 


new landlord was a numbered corporation and a management company 
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and manage the building. They were puzzled by this; they 
tried to find out information about this numbered corporation 
and they could find out very little. 

This creates an environment of a great deal of 
insecurity and I think it would be important for the Committee 
to develop ways in which tenants could be informed about who 
their landlord is. When we are in the workplace we want to 
know who our employer is because if our rights are ever 
jeopardized in any way we can approach the employer and say we 
need to redress this situation. With tenants and numbered 
corporations it is extremely difficult. 

Mr. Philip: So you would disagree with the 
Premier's statement that tenants don't care who own the 
buildings but only the amount of rent increases that they are 
paying? 

Alderman Layton: Yes, that was my experience 
during the campaign. 

Mr. Philip: Has it been your experience that 
there are a number of illegal rent increases, or the Federation 
said -- what was their figure, 75,000 illegal rent increases 
in Metro. Have you run into this? 

Alderman Layton: Well, I can only speak from 


the personal cases that I have run into. The Federation has 





compiled some estimates on this but the experiences that I had 
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in talking with tenants certainly indicate that this happens 
frequently. You are familiar with the scenario - a tenant 
moves out, a new tenant moves in and they discover after 
talking to their neighbours that the rent was substantially 
raised in that interim period. They are unable to find the 
previous tenant and consequently they have no recourse. 

This does seem to happen with a certain degree 
of frequency and it is not surprising that the landlords are 
inclined to follow this kind of a strategy. It is one way in 
which you can in a sense, skirt around the provisions of the 
rent review legislation and escape review. 

There are some other ways, by the way, which have 
been adopted, One that we have experienced in downtown is 
the conversion of apartment buildings into hotels, at least 
so-called hotels where the units are advertised as being hotel 
units, Tenants are evicted for one reason or another; in 
some cases harassed in order to generate an eviction and I 
have had several calls about this in a particular building 
in my ward and at this point about 85 percent of this particu- 
lar Suilding has been converted into a hotel. 

Interestingly enough, the city's Property and 
Buildings and Zoning Departments have looked at it and they 
Say no, it is not a hotel but the landlord is claiming it is 
a hotel and so we have a situation where another route has beer 
found to escape the provisions of rent review. 
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Mr. Chairman: Alderman, I am sorry I have to 
interrupt you. We are over out 15 minute; in fact it is 16 
so I thank you for your presentation, and I am sorry again, 
gentlemen, Messrs. Epp, and Swart, I have to cut’ it off. 
May we have the next group, the 7:45 group, Dale 


Martin of the Federation of Metro Tenants' Association, if he 


is here. 
Fine, thank you. Would you carry on, please. 
Mr. Martin: Thank you, Mr. Minister. There 
is a brief -- I hope this doesn't cut into my time -- that we 


made available to the Committee and appended to it is our 
brief presented to this Committee sitting before bill 179 
about seven weeks ago. 

I would like to begin by indicating how displeased 
the Federation and I think tenants in Metro and across Ontario 
are about the cynical way that the government has dealt with 
this bill in its driving the bill through a Committee process 
in a few hours leaving at last count something Like 32 tenant 
associations who wanted to speak to the bill, unable to do 
that, and I should say that had we had more than a few hours 
notice in getting people to call to get on the agenda, we 
would have had many, many, many, many more tenants appearing 
before this Committee. 

It seems to us that a piece of legislation as 


important to the majority of the citizens and residents of 
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reese wears Toronto deserve substantially discussion and 
deliberation than has been given to it. The first point that 
I should make is that it has taken a month for the bill to 
get to second reading and there is no excuse for that. We 
could very easily had hearings conducted in a calm and exten- 
ded manner much earlier in the fall than we are facing now 
and I would ask that this Committee extend its hearing time 
to allow other tenant associations to appear. I don't think 
that Section 2 (b) (i) is an excuse to continue to try to ram 
this bill through the House. 

I will try to abbreviate my remarks but the first 
section I will read out. 

The Federation of Metro Tenants' Associations 
last appeared before the Standing Committee on the Administra- 
tion of Justice just seven weeks ago. At that time, we argued 
that rents must be included in any restraint program planned 
by the provincial government because there was already a crisis 
in the residential rental sector. Plans to restrict wage 
increases in the province without an equivalent control of 
rents would have disasterous consequences for tenants. 
Generally speaking we said then, and continue to contend, that 
a comprehensive five percent limit on all rent increases is 
necessary to give tenants the security they need and want. 
Only then, under such a protective umbrella, can the rent review] 
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by maintaining the existing stock at present levels of afford- 


ability. 







Since the end of October, Bill 179 has passed 






into law with the certainty that tenants as a group will 


experience a dramatic decline in their standard of living as 






wages are controlled while rents, as yet, are not. At the 







same time, the government has come forward with a number of 


initiatives dealing with rents including Bill 198 currently 






before this Committee. Despite these initiatives, the picture 






for most tenants remains as bleak as it was in late October. 


I will not go through the paragraphs drawn from 






Our previous brief but our argument generally is that the same 






Situation continues. 









It is, we believe, significant that the govern- 





ment seems to agree with the Federation's assessment of the 







Situation facing tenants. This is the only explanation for 





the steps taken by the Minister on November 16th. What remains 





a mystery is why, if the problems with rent review and main- 






taining the supply of affordable rental accommodation are so 







serious as to warrant a Public Inquiry, the government's 


response to the immediate problem is so inadequate? 







PROBLEMS WITH BILL 198 






It is precisely the limited scope of Bill 198 in 


the face of the demonstrated need for immediate, comprehensive 






protection that is at issue here. 
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The first problem with the bill is the fact that 
it only addresses one component of the high rent formula, 
namely the consequence of a building sale. While granting 
that this is often the most significant item, the five percent 
plus approach will mean that average increases greater than 
ten percent will remain routine. Major renovations and 
spending on cosmetic changes in the building, both responsible 
for removing affordable rental stock from the market; and 
"creative financing" through which landlords try to circumvent 
the rent review process by exploiting loopholes in the legis- 
lation will to plague tenants with increases as large 
as before. 

Aside from the fact that the Bill does not bring 
rent increases down to manageable levels for most tenants, the 
other major weakness of the bill is the limited number of 
tenants affected by its terms. The overwhelming majority of 
tenants will simply not be helped by this Bill. 

We then go through all of the tenants that will 
not be affected. In the first case, tenants with large 
increases for reasons other than building sale, already 
mentioned. 


secondly, tenants with large increases due to 


fall outside of the October 3lst date and Section 2 (b) (i) 





\ and (11). We point out that although some of these tenants 
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will benefit next year on the second or third year of a pass- 
through, they will be paying a much higher bast rent during 
the restraint program than they would have if the Bill were 
retroactive of fully retroactive. 

Two groups of tenants that continue to be in 
serious difficulty are then mentioned, one, tenants living 
in units not covered by rent review. These are tenants living 
in units that were built after 1975, more and more of whom 
are call in to our office and indicating that they simply 
cant cope with the rent increases they are facing, and those 
living in units with rents greater than $750 a month. They 
are both ignored by this bill. 

Rents in post-1975 buildings are now 40 percent 
higher than those in buildings under review while rent 
review itself is being undermined as more and more units pass 
through a hopelessly out-of-date upper limit; that is, the 
$750 limit. Then, tenants living in units whose rents are 
increased illegally, and again our estimate is in the 70,000 
to 75,000 range of units that have their rents increased 
illegally each year primarily when units change hands. 
Failure to incorporate here, as we point out, a rent registry 
into Bill 198 will mean an ongoing loss of affordable housing. 
stock through the illegal activities of many landlords. 

So those are tenants that are not affected by the 


‘ scope of the bill. This is aside from the fact that the five 
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percent is a five percent plus. 


A Range of Solutions 





It seems to us that ju have a series of options 
in the way of amendments that are possible to make this bill 
more comprehensive. Starting with the very least, we refer 
to section 2 of the bill and point out the idiosyncracies of 
Part 2 (b) (i and (ii), which I will entertain questions about, 
must be struck by eliminating parts (a) and (b) and changing 
Part 27co;reaas: 

"This Act applies to any application where the 


final order by the Commission pursuant to the 


application has not been issued before October 31. 

But a much more equitable approach from our 
point of view, and therefore desirable, would be to reduce the 
portion of a rent increase due to financial loss to a maximum 
of five percent on October 3lst for all rent increases 
effective November 30th, 1981. What we mean by that is, go 
back eleven months and everytime when October 31 arrives, 
that portion assignable to financial loss should be clicked 
down to the five percent limit. That would just involve 
re-issuing orders on all of those properties. 

The Bill should be further amended to broaden its 
scope by suspending Section 134 (c) (d) and (e) of the 


4 we aa me Dae ey a deeeent I uc oes ait PIE | Baty pace en Sg SO SE IE A ke a 
Residential Tenancies Act and those are the sections dealing 





74 +} lx etiae Mee 1 soe 4 heated 2, ges oa: the : = = melberaen eee ma rel, i see vs 
Witn the $750 limit and the post-1975 construction. That seem: 
rags eeeirrepibeen eescrast ter gee eae gc rere eee eno oer pera pepee tere cpa ste ote neem gig inp rion g i SOC a Se 


EPORTERS sete omecbban a iacco tafe 


CERTIFIED R 























10 





INTERNATIONAL REPORTING INC. 
whe by 


"to us fundamentally important given the experience of tenants 


in those units. 

(D) The Bill should be further amended to 
immediately institute a rent registry, a point that we have 
made several times to the Minister and continue to make. There 
is no need to send the issue of the registry to the Thom 
enquiry. It is something that the government could act on 
immediately by incorporating it into Part 4 of the Landlord 
and Tenant Act and apparently had intended to do so when the 
Residential Tenancies Act was brought forward; they should act 
upon that immediately. 

Finally, and returning to our original point, 
notwithstanding the above, the Bill should be amended to limit 
all rent increases in residential rental accommodation to a 
maximum of five percent as of October 3lst, until such time 
as the legislature adopts changes to the Residential Tenancies 
Act that will serve to maintain the existing supply of afford- 
able rental accommodation. As I point out, the arguments are 
well known and we have attached a copy of our brief to the 
Committee on Bill 179. 

And finally we argue that in order to make this 
approach, initiated in some respects by the bill more all 
embracing, we have to deal with the basic issue of demolitions. 
Over the next yvear tenants in buildings threatened with 
demolition must live with the security that can be provided 
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ey a bill similar to P.R. 13 but available to all municipali- 
ties. 

So there are our remarks. I can only say that 
the main and critical remark, one that has been made over and 
Over again by tenants appearing before this Committee and by 
the Opposition parties, is that the only real solution to 
the problem faced by tenants is a five percent limit on rent 
increases until such time as the government comes forward 
with effective legislation. 

Mr. Chairman: Fine. Thank you. 

Mr. Epp, perhaps you could get the microphone 
behind you; this one won't reach quite that far. 

Mr. Epp: Thanks very much Mr. Chairman. 

Mr. Martin, I was just wondering whether you 
could comment on the public enquiry aspect - you alluded to it 
earlier - and what would the tenants expect that they could 
gain with a public enquiry that they won't be able to gain with 
the Morrison enquiry of Judge Thom's enquiry? 

Mrs Martin: You mean the public enquiry into 


the Cadillac sale? 


Me. SE pos Yess 
Mry Martins Okay. The Thom enquiry is 


presumably a public enquiry. We again have been calling for 
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S going to come to the root cause and the bottom of the problem 
of the Cadillac sale. We think it essentially is not a unique 
sale. It is probably representative of many transactions that 
go on and we think it is important that a full public enquiry 
be held to both discover who the real owners are of the 
Cadillac properties and the finagling that went on that made 
them real owners and to have out of that experience come 
legislation that will adequately protect tenants in similar 
Situations. So we don’t think there is any question that the 
key thing is a public enquiry. 

Mr. Epp: Now, with respect to demolition 
control, as you know this was P.R. 13 and that bill was intro- 
duced into the legislature earlier for discussions before a 
committee and it hasn't been called. You don't see any problem 
with incorporating that in this particular bill, do you? 

Mr.iMartin: NO. in Lact 'originally-wevdian’t 
think that P.R. 13 should be restricted simply to the City of 
Toronto. North York, for example, is another area of a 
critical demolition problem. It should have been made available 
to any municipality and in that way tenants in those munici- 
palities could have gotten their municipal governments to 
enact -P.k.-13....But,cignt now it ts restricted ‘to ‘therCity of 
Toronto and it is unclear as to whether it will ever come 
forward. 
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- Martin, it refers to the increase -- when we are talking 





about equalization, it refers to an increase based on average, 
On a percentage. It has been proposed that this increase be 
a dollar increase rather than a percentage increase, because 
in actual fact if you go through the dollar increase you get 
an equal amount increase whereas if you go percentage in fact 
you are going further away from equalization. I think every- 
body agrees that equalization in the long run is a very accept- 
able principle. Now what't your comment and the Metro Tenants' 
on this particular aspect? 

Mr. Martin: Well, we will be making a full 
submission to the Thom enquiry on this but our general position 
is that we should be equalizing rents, yes, but we should be 
equalizing them down to the lowest rent of like unit and then 
placing the obligation on the landlord to demonstrate why it 
should be higher. Because the first question that has to be 
asked about equalization is, why are rents unequal? And if 
they are unequal because of illegal activity of the landlord, 
for example, or because tenants during the first years of rent 
review, some tenants protected their interests and others 
didn't, it doesn't seem to me now that the government should 
be penalizing those tenants by equalizing up. So our view 
generally is that you should equalize down and then place it 
on the landlord to demonstrate why it shouldn't be left down 
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invariably the equalization goes up rather than down? 


My eeea rc Li: Oh yes. 

Mr. Epp: Have you ever seen it go down? 
MrieMartin: No, I have never seen it go down. 
Mrs Epps NOD “2edon tt *thinkeit;is-even 


allowed under the legislation, as far as I know. 
Thanks very much. 
Mo. ChadtrmanseeMr se Phnilip. 
Mery Bhibap: Thank you Mr. Chairman. 


You suggested that demolition control should be 


in the hands of each municipality and you mentioned that P.R. 13 


WaStoneebili<  aieaintroduceditavsimilar= bill to-P.R. 13; but -that 
would give other municipalities power under the Planning Act. 
Do you feel that this is the right Act to amend to deal with 
that or should it be a new Act amending the Planning Act as 

I have suggested? 

Mr. Martin: I would like to be able to comment 
but I can't. I know that whatever the appropriate mechanism, 
the object of the exercise should be to make available to 
municipal authorities demolition control that will incorporate 
the whole issue of affordable housing into that bill. 

Mr. -PHilap* And on the issue of disclosure, 
do you agree with some of the other speakers that offshore 


ownership of ntal accommodation seems to pose more problems 


than inshore Seprene hey or does it really matter? 
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Myre Mart rit Again, I really have to look -- 
given that we don't know who owns a lot of the properties, then 
it is difficult to comment on the impact of offshore versus 
onshore ownership. The only solution as far as I am concerned 
is openness, the disclosure of landlords. In most cases I 
would think that FIRA should be probably active in preventing 
offshore ownership because of the whole question of net 
benefit to the Canadian public. 

As I think we have remarked before, the only 
consequence of purchase by one landlord from another is 
inflationary and it is particularly true in the case of 
offshore. 

Mr. Philip: You and I both know that is not 
likely to happen. The Federal Government has declared that 
it is weakening it and the official Opposition in Ottawa is 


calling for even more weakening of FIRA. 


Mr, Martin: Yes. 
Mr. Philip: And therefore you would suggest 


then that if there could be an amendment to this Act to require 
disclosure, at least for buildings going before rent review, 


that that would be at least one step in the right direction? 


Mr. Martin: Yes. 
Mr. Philip: section: / “iSirthevdeletion-section 


or the self destruct section. Wewill be moving that that be 
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~~ We 
an Opportunity to see the new proposed legislation. Would 
you agree with that? 

Mr, Martcink Yes. «Pagé,5,,-1item.E d-think, 
embraces that idea. 

Mr. Philips And one last question. Have you 
had an opportunity to look at the proposed amendments that we 
in the NDP are going to ask this Committee to accept, and are 
you in favour of them or are there any comments that you have 
to make on those amendments? 

Mr. Martin: I haven't looked at them in detail 
but I can say that the short look that I have at them indicates 
that they are acceptable. I think the one date change would 
be November the 16th; we would prefer that it be moved back to 
Vctober s3.. 

MooaCnaLrmanss. Thank. you, I have: to. interject 
Satthiz point, ) eam .sorry, Mr..Swart 7 Ileowill put. you up. first 
on the next one if you wish. 

Thank you very much for your presentation. 

Mr. Martin: I would like to say on behalf of 
the tenants who are unable to be here tonight, tnat we have 
an indication of the support for the five percent limit. We 
just sort of collected the ones that are around our office. 
--- Applause 
Mr. Chairman: Thank you very much. 

Perhaps the Dune piesa: Meessmees Tenants’ Association, 


“CERTIFIED REPORTERS» 





INTERNATIONAL REPORTING INC. 
Pinsliy «a 








Kay Parson and Sean Goetz-Gadon would come forward as well, 
please. Are those people here? Oh yes, they are. Would 
you please come to the microphone. Thank you. 

Who will be the spokesman? 

Ms. Parson: Well I was going to say a little 
bit and then Sean was going to take over. 

Mr. Chairman: Thank you. You know that we have 
a 15 minute time limit. 
Ms. Parson: Yes. 
Mr. Chairman: Fine. Go ahead. 
Do you have a written presentation? 


Ms. Parson: I will pass it in after. 


Mr. Chairman: All right; fine. Thank you. 
Go ahead. 

Ms. Parson: The purpose of the bill is to ease 
the burden of very large rent increases which result from the 
sale and resale of buildings being passed on to tenants. This 
is from Dundas/Beverley. We would like to commend Dr. Elgie 
and his staff for bringing this bill forward as a step in the 
right direction. We also think that the bill does not go far 
enough as many buildings in Metro have gone through sales and 
resales, of course, with tenants paying the increases in their 
rents. 


While it may be next to impossible to find out 


now many sales and resales have happened over the last few 
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years, we think somebody should try and include these tenants 
also in Bill 198 and allow them to get rent reductions. We 
would like to make the following recommendations to amend Bill 
198: 
chee All applications that have not been heard 
before the Residential Tenancies Commission 
be included in Bill 198; and 
ay All known applications for the past few 
years in Similar situations, those tenants 
affected should receive reduced rents. 

Mr. Chairman: Thank you. And for the Members of 
the Committee, the Exhibit here is Exhibit 8, if you want to 
mark it as such. Thank you. 

Mr. Goetz-Gadon: In addition to the presentation 
by the Dundas/Beverley Tenants' Association, Metro Tenants' 
Legal Services has a number of points I would like to bring to 
the attention of the Committee. 

I guess initially what we would like to suggest 
is we hope that this Committee will give more serious attention 
to Mr. Thom's recommendations than it appears to be giving to 
BUA 98. 

First and foremost we recommend that the government 
introduce a five percent ceiling on all rent increases. 

During the past year a record number of landlords have applied 
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result has been a phenomenal jump in the number of tenants 
who are forced to move because of affordability problems. 
Many tenants who remain often fall further into debt as their 
rents spiral out of control. Over a two year period it is 
not uncommon to see rents in some buildings by 60 or 70 percent. 

The many cases of hardship demonstrate the 
seriousness of the present crisis and it suggests a program 
putting a lid on increases is the kind of protection a large 
sector of tenants are beginning to demand as the relief they 
require. 

In the absence of such a program we would like 
to recommend some fundamental changes to Bill 198. Bill 198 
may be a step in the right direction but for many tenants it 
comes too late. In our office alone we represent over 2500 
tenants who are left out in the cold as a result of the fact 
that the bill does not apply to applications made prior to 
Octobers311g9382. 

We suggest that it is prejudicial to have the 
Residential Tenancies Commission apply two separate laws to 
applications which are currently before it. Section 2 of the 
bill should be amended to reflect this fact and the bill should 
apply to applications and appeals for which orders nave not 
yet been issued. 


For many tenants Bill 198 is not broad enough. 
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refinancing. The government has failed to recognise that in 


many cases refinancing due to changes in interest rates can 






result in rent increases higher than those increases due to 






sales. This oversight fails to deal with the major shortfall 





in the current legislation and ignores the fact that many 







landlords who refinance have their own capital available to 


offset the higher rates. 






We therefore recommend an end to 30 and 40 percent 






rent hikes due to refinancing and suggest that Section 2 of 







the bill apply to all financing irrespective of sales. 






The bill should also not ignore the desperate 


need for a rent registry. With a tighter rent review program 






it is certain that landlords will be attempting to operate 






outside the statute. The problem of illegal rents has under- 






mined the very intent of rent review from day one and has 






existed far too long. 


Another shortfall of the bill is a section 






requiring all corporate applicants to disclose information 






respecting beneficial ownership. In a recent case argued by 







our staff the landlord of a property at 40 Earl Street was 






disallowed part of a rent increase since he refused to make 






such disclosure. Despite his arrogance in not making that 


disclosure he was still awarded a 23 percent rent increase. 







should be a mandatory requirement and a failure to disclose 
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should result in the dismissal of the application. 

Lastly, we should like to address the question of 
giving retrospective effect to the statute. The Urban 
Development Institute earlier today was arguing against that 
point. We would put forward the argument that common law 
recognises the authority of the legislature to provide for 
retrospective effect in legislation. Examples of such use of 
power can be found in the Residential Premises Rent Review Act 
which was enacted in 1975 and had a retrospective effect; and 
more recently the current Public Sector Wage Restraint Bill 
1s a retrospective bill. For these reasons we think Bill 198 
should remain retrospective. | 

Lastly, we will be proving the public enquiry 
that Mr. Thom is conducting with a more detailed long term 
proposal at a later date, but we submit the current recommenda- 
tions are too urgent to postpone. The crisis in affordable 
housing is well upon the tenants of this province and the 
solution can no longer be delayed. 

Thank you. 


Mr. Chairman: Thank you. 


en 





Mr’... owart.. 

Mr. Swart: Thank you, Mr. Chairman. 

You would have heard my colleague, Mr. Philip, 
outline the five amendments which we are gaing to propose to 
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the financing, the five percent limitation, the requirement 

for disclosure and the provision that if there is not a dis- 
closure of the real beneficiaries that there will be no 
increase at all given; and the change that the bill will not 
self destruct at the end of 1983, and the registration. And 

it is with regard to the latter that I would ask you a question 
On your item 4. 

As a person who has handled a number of cases 
before the Rent Review Commission, I am aware of almost the 
meaningless of decisions when they broken immediately after 
wards and illegal rents applied. The last two I handles, one 
in Thorold, out of 66 apartments 25 of them had illegal rent 
increases and in an apartment well over 104 there were some 
38 who had had an illegal rent increase. 

You propose a registry here which we support and 
for which we will be moving an amendment but I would presume 
that you would also want to provide a penalty to landlords 
who break the law, and they have been breaking it indiscrimin- 
ately now for seven years. Have you any comments to make on 
that? 

ur. Goetz~-Gadon: I would agree that certainly 
the penalty clauses which currently exist in the legislation 
should be enforced. To date they havent. It seems like the 


mechanism is there. 


Mr. Swart: What mechanism are you speaking of? 
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Mr. Goetz-Gadon: Pardon me? 
Mr. Swart: What mechanism are you speaking of 
that is there at the present time that is satisfactory? 

Mr. Goetz-Gadon: The present Residential Tenancy 
Act, I believe it is Section 123, does provide for certain 
fines where the landlord does not abide by the legislation. 

Mr powart: Not to this particular section, 
I believe. 

Mr. Chairman: There being no other questions, 
thank you very much. 

Mr. Goetz-Gadon;: Thank you. 

Mr. Chairman: .The next group, the Jane/Finch 
Tenants’ Association, Mr. Van Newell. Is that person here? 
Do you have a written brief with you? 


Mr. Newell: Yes; indo. -Io wills let.vou.nhave 





it when I am finished. 


Mr. Chairman: You just have one copy, is that 





Mr. Newell: Yes, I only have one copy. 

Me. Chairman: After you read iticonld you 
perhaps give it to the Clerk and we can photocopy it and 
distribute it later tonight among the Committee members. 

Would you identify the people with you by name 
for the Reporter. 


Mx. Newell: This 1s Finn Schultz-Lorentzen and 
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Mr. Chairman: - Fine. Carry on, thank you. 

Mr. Newell: I will just start in reading. 

It is unfortunate that tenants were not given 
earlier notice that this Committee would be hearing presenta- 
tions on Bill 198. Unfortunately this reveals the problem of 
how tenants are often dealt with in Canadian Society; that 
they are somehow somebody's private property and that any 
decisions affecting them can be made without their direct 
participation. 

If there had been more warning I am sure the 
Committee would have seen how inadequate only one day's 
hearings are. What the Committee has been hearing so far has 
come mostly from the growing number of Tenants' Associations 
which are basically non-professional groups often desperately 
formed to act as spokespersons for a very large number of 
hurt and angry people. But what the Committee must understand 
is that most tenants do not have the necessary time nor feel 
that they have the ability to organize sufficient opposition 
to what amounts to economic oppression by their landlords. 

If individual tenants from across the province 
were given the opportunity to state the facts and express 
their opinions, the Committee might see the need for immediate 
and effective intervention. 

The Jane Finch Tenants’ Council is an umbrella 


group composed of Tenants’ Associations in North West Metro 
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Worcurot Tenants' Associations are not formed as social clubs, 
they are formed as a response to urgent problems. Most of the 
Council's Member Associations organized as a response to huge 
rent increases and the inadequate level of building services and 
maintenance they are forced to accept along with them. 

Our membership includes the following: 
2990 Keele Street, which has received this year notice of a 
rent increase of 29 percent; 3400 Weston Road, which received 
notice of rent increase of between 22 percent and 42 percent; 
2600 Jane Street, which has received notice of rent increases 
of between 23 percent and 48 percent; 2755 Jane Street, which 
received notice of rent increases of betwen 29 percent and 61 
percent; University City, which has received notice of rent 
increases of 13 percent. 

235 Grandravine received an increase of 22 vercent 
already this year; 2850 Jane Street received an increase of 
22 percent; 2770 Jane Street received an increase of 20.1 
percent and 2801 Jane Street received an increase of 22 percent. 

University City Apartments were, until this fall, 
Cadillac Fairview holdings. Most of our Member As lations 
have found refinancing costs to be the major contributor to 
these unrealistic rent increases. Bill 198, or the "Cadillac 


Fairview Bill", as reflected in the large differences between 


University City's rent increases and those of her sister 
associations in tne Council, indicates that the Ontario 
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Legislature does possess the ability to control the extrava- 
gant demands of landlords’ large profit schemes. 

However, until the Thom Commission can comment 
upon the whole system, which we can expect no earlier than one 
year hence, tenants can only hope that their particular case 
can somehow be fitted into the narrow guidelines of Bill 198, 
or deSpair if it cannot. We hope that this Committee can 
appreciate the hardship of tenants who have to pay their land- 
lords' mortgages which are readily available with only 15 
percent equity. 

The bill proposes to extend the landlord's break- 
event point from three to five years. This does not involve 
a commitment for the landlord, this is still a quick money 
scheme. Perhaps a longer, more suitable "break even point" 
would tenants to feel easier about financing landlords' profit 
ventures and ensure a commitment from the landlord that he may 
Nave some responsibility to the people who live in his building. 

In the meantime something must be done. Rents 
are becoming much too high for the "goods received" by tenants. 
In many cases, and especially many buildings within the Jane 
Finch Tenants' Council rents have become too high to afford. 

I would like to share with the Committee the despair a tenant 
feels when his paycheck no longer provides his family with 
adequate food, clothing and the most basic of shelter. With 


vacancy levels in Metro at such a low level there is rarely any 
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“alternative but to stay and eat less. 
Exorbitant rent increases are deeply injurious 
to many members of the Jane Finch Tenants' Council but we 
realize that it may take a while before their devastating 
effects become apparent to the Ontario Government. Since our 
government has found that the solution to the province's 
economic crisis is a freeze on wages to five percent, it makes 
sense to us to adjust rent increases by the same factor. 
By this freeze many tenants could at least maintain 
a Similar standard of living to that of last year without 
Sinking even further. The freeze should apply to all buildings 
and not be restricted to refinancing costs. The government 
has recognised that a problem exists, it must act quickly to 
ensure that 'tenancy' in the 1980's does not re-assume the 
negative connotations built around it in medieval times. 
Thank.-vyou. .That-s all. 
Mr. Chairman: Thank you. 
Mr. Epp. 
Mr. Epp: Thank you, Mr. Chairman. 
Mr. Newell, you were speaking about a number of 
rent increases, 20, 30 percent and so forth. Have you got a 
breakdown as to the average increase for financing in those 
and the average increase for maintenance and so forth? 
Mr. Newell: Tdon)}thave: tt with ome. a scould 
( supply it. 
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Mr. Newell: Yes. 
My. apo It might be helpful in the future. 


Obviously it is not going to help us today in the clause by 
Clause study but it will be helpful in the future. 

Mr. Newell: They are mostly the substantial 
part of the increase, especially in the case of my own apart- 
ment building which was by far the largest increase and the 
only one at that time which we couldn't argue. 

Mr. Epp: That the financing is the greater 
proportion of it? 

Mr. Newell: Yes. 

Mr’... Epp: What about the illegal increases; 
what's your experience with those; are they in any particular 
sector? Do you find that they are related to any particular 
kind of unit, the highrise or the walkups or is there any 
study on that where people try to have an illegal increase, or 
is it right across the board? 

Mr. Newell: Well, our Council is composed of 
both small apartment buildings and large highrises and so far 
there hasn't been any pattern developing. I think illegal 
increases apply in both situations. 

Mix DD You find that they are fairly 

rominent or not so prominent based on your study? 


Mr. Newell: I found that it is certainly commony 
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increases, not necessarily based on the refinancing but there 
was padding involved. At particular rent review hearings I 


know that sufficient documentation isn't provided and unfor- 





tunately the landlord seems to get what he has asked for. When 
the point was taken at my particular rent review hearing that 
enough documentation wasn't provided, there was no response 
from either the Commissioner or from the landlord's represen- 
tatives. 

Mr. Epp: Okay. 

Mr. Chairman: Thank you. 

Mr. Swart. 

Mr wowar Gs Thank you, Mr. Chairman. 

I would like to pursue a little bit more on this 
information with regard to the increases in rents that you 
mentioned there. Perhaps it is not a fair question because 
you have only had a day to prepare this. But, first of all, I 
presume from what you say that those increases you are talking 
about, 20 percent and in that neighbourhood, are due to a very 
large extent to refinancing. Secondly, have you any idea how 
many of those apartments where you represent the tenants would 
be outside of the provisions of this Act, already have had 
applications in by October the first? 

Mr. Newell: Unfortunately, most of them are 


outside. There is only one that is inside so far and that was 
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Mr. Swart: So in fact the great majority of 
the tenants will receive no benefit from this Act at all? 

Mr. Newell: Unfortunately, unless it can be 
changed or modified. 

Mr. Swart: We are going to try to do that 
and I am just trying to get an idea because I asked that 
question previously and certainly there is a clear indication 
particularly because of the tremendous backlog of hearings 
that are before the Commission, that there is going to be a 
tremendous number, perhaps even a majority of tenants who are 
going toreceive no benefit whatsoever from this bill if it 
goes through in its present shape and when it self destructs 
at tne-end ‘of, 1983. 

Mr. Chairman: Fine. Thank you very much for 
your presentation. 

Shall we go on to the next group, the Grandview 


Association of Tenants and Helen Kennedy, 


Mr... .Schultz-LorentzZen: I am instead of 
Mrs. Kennedy. My name is Finn Schultz-Lorentzen and my remarks 


will probably echo those of Mr. Newell. Since between us we 
have 15 minutes each, if time permits -- 

Mr. Chairman: No, you have 15 minutes for the 
entire presentation from the Jane -- 


“ur. Schultz-Lorentzen: Oherbothoof as. 
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Mr. Chairman: From the Jane Finch Tenants' 
Association you have 15 minutes. 

Mr .-/Schultz=Lorentzen: Okay. I am from the 
Grandview Association of Tenants. 

Mr. Chairman: Oh, I am sorry; you are going 
ahead. I am sorry, I didn't catch your name. 

Mr. Schultz-Lorentzen: Instead of Helen 
Kennedy. My name is Finn Schultz-LorentzZen. 

Mr. ‘Chairman: Fine, thank: you; 

Mr. Schultz-Lorentzen: And what I started to 
say was that if time permits I would like to give some of the 
time to Mr. Blazer of the Tenants' Hotline; but I will read 
through. 

The exceedingly short notice we have received 
of the time and place of this hearing of necessity has rendered 
our brief incomplete and consequently less substantial than 
we might have desired. 

But we do wish to take this opportunity, such as 
it is, to direct the Committee's attention to a number of 
changes which we should like to see accomplished. ‘These 
changes appear to have been inadequately considered - if at all 
by Dr. Robert Elgie, the Minister of Consumer and Commercial 


Relations, in his statement to the legislature of November 16, 











1982. 
abe Waiting to close the stable door until but one horse 
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remains, bespeaks the value of that one horse - Cadillac 

Fairview. It does not bespeak the merits of all the 

other horses, or their just claim upon equal, if belated, 

attention and care. At this time they are milling 

around untended, doubly the victims - first of exploita- 

tion, then of neglect. 

se We of the Grandview Association of Tenants believe 
that immediately effective, any apartment building 
which has been sold two or more times within the 
past three years, shall qualify for the same five 
percent freeze on refinancing costs granted the 
former. Cadillac Fairview tenants, notwithstanding 
the date of the latest rent review hearing in 
each case. 

We believe that a general five percent freeze must be 

ultimately extended to all residential buildings. Sucn 

a move would reflect not only our present economic 

Situation but the spirit of the freeze imposed by the 

provincial government upon the populace in general. 
There are only six points you know. 

We believe that the recent, and temporary, extension 

of the 'break-even' point enjoyed by new landlords (from 

three to five years) is hopelessly inadequate. We 


strongly recommend that the 'break-even' period be 


extended another five years - to ten years. 
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No attempt has been made to raise the minimum equity 
required by the Residential Tenancy Commission for the 
purpose, by landlords, of recovering their financing 
and other costs. The present 15 percent minimum equity 
does not translate into any evident recognition of 
apartments serving any other role than that of a 
general commodity of limited shelf-life. Yet apartments 
are first and foremost, homes. 

- We believe that the present low 15 percent equity 
requirement should be raised to the far more 
reasonable level of 25 percent. 

Ds We believe that a company which lists itself by number, 
refuses to disclose name of owner or owners, or the 
names of its members of the Board, or anyone else eitner 
already involved in, or wishing to become involved in, 
the ownership and/or administration of a residential 
building or complex, should be denied the right of 
ownership and/or administration of such a building or 
complex, 

6. Finally, we commend for the Committee's perusal and 
consideration the attached Petition, dated September 
l5th, 1982, receipt of which was acknowledged by 
Dr. Elgie as recently as November 25th, 1982. 


You will find the Petition, which I have here, 
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ramatic changes which have taken place in the rental market 
over the past several years. It presumes - and rightly, we 
think - that the very tight rental situation will remain with 
us for many, many years to come. It acknowledges that a 
Similar situation has prevailed in Europe for decades, but has 
there been partially met through proper legislation protecting 
tenants from exploitation. We believe it the Committee's duty 
to recommend to the government that it afford Ontario's tenants 
Similar protection. 

Mr.” Chairman:; Fine... -Thank you. 

Mr 5 PRET pp. 

Mi, 2h hip: Thank you Mr. Chairman. 

You mentioned numbered companies, has that been a 
major -- 

Mr. Schultz-Lorentzen: Pardon me. Will you 
please repeat that? 

Mr sae ni lip: You mentioned the problem of 
numbered companies; has that been a major problem in your 
particular neighbourhood and area? Can you give us an example 
to make it more concrete for us? 

Mr. Schultz-Lorentzen: At the back of the 
Petition I list an example, my own building 235 Grandravine 
Drive. This has been sold four times in five years. That is 
what your are getting at? Mr. Philip, that is what your are 


asking? 


Sn Sa A. ; —s ee EE LE OS EE I 


~ CERTIFIED REPORTERS 


INTERNATIONAL REPORTING INC. 
=a fe 





Mrs }PRHLLI ps Yes. And in each case it has been 


a numbered company which has it or =- 


' Mr. Schultz-Lorentzen: Oh, a numbered company? 

Mrs. -PRELIp: Yes, a numbered company. 

Mr. Schultz-Lorentzen: We ourselves in our 
building, it has not been a numbered company. There have been 

ty names; Deltan, York~Hannover, Shafran and lastly Landstake. 

Mr -PHLLIDs Is it your feeling that the 
inability of tenants to know who the landlord really is poses 
not only a monetary problem but also a psychological problem; 

15 that it is hard to deal with somebody you don't know? 

Wr. Schultz-Lorentzen: Very much®so,. “Yes jor 
would have used the word if you hadn't - psychological warcare 
almost, yes. 

2 Mr. Philip: You mentioned certain legislation 
in Germany, can you == 

Mr. Schultz-Lorentzen: No, in Europe. 

Mr. Philip: In Europe. 

4 Mr. Schultz-Lorentzen: I am from Denmark. 

Mr. Philap: Oh, I am sorry. Can you elaborate 
a little bit on that comment? 

“ir. Schultz-Lorentzen: Well, 357 -Or; "i "should 
say we, but since I am sitting here I would say I, used some 

* 


examples which is that in the Scandinavian countries you have 
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" interest tenants have in buildings. It is not a - I was 


almost tempted to use the word "commune" - It is not that you 
lessen whatever credence is given the capitalistic system but 
where you have landlords on the one side, you must also have 
tenants with an equal input. The example I like to use because 
that's one that actually happened, is where a landlord would 
like to fix up the lobby. There is only so much money to fix - 
everybody realizes that - there is only so much in the kitty. 
He might prefer to fix up the lobby but tenants who have a 
Gripping roof would say, we would rather priority No. 1 goes 

to fixing the roof because that's more important. 

So the tenancy democracy as it exists in the 
Scandinavian countries takes into account these priorities; 
the involvement of the tenants to reduce the incidence of 
theft, vandalism through their greater involvement. 

Mrs, Philip: Well, you anticipated my next 
question which was: has it been your experience in Europe where 
this in fact does occur, that it is also to some extent to 
the landlord's advantage because in fact you have less main- 
tenance problems in the building and generally more concern 
by the tenants and less turnover of tenants? 

Mr. Schultz-Lorentzen: You are exactly right. 
When you used the word "landlord", I thought that in that 


context it was almost necessary to stress that between landlords 
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where you have speculators, exploiters, the sort of flip over, 
quick «sell artist. “No, iofscourse, they are not, because that 
puts a damper into the works, but respectable, honourable 
landlords, yes, they are welcome. 

Mr. Philip: You and your predecessor talked 
about financing costs and I thought that it would be interesting 
for the Committee just to confirm what they are saying, is 
that the Residential Tenancy Commission report to the Minister 
1981/82 shows that one in three landlords cited increased 
financing costs in the application for rent review. 

Mr..wChairman:t i Thankuyou ,wMx .G@PhALlLip, 

Mr. Spensieri. 

Mr. Spensieri: Thank you, Mr. Chairman. I am 
glad I am not the only guy from the Jane Finch area. 

| I wanted to ask this: both of you mentioned the 

question of the equity requirements and you seemed to indicate 
that the 15 percent is inadequate and perhaps we should get 
landlords to have as much as 20, 25 and some speakers even 
suggested that there be a 50/50 equity in financing ratio. 

Are you aware of any other type of business activity that sets 
these kinds of restrictions on participation, and where do 

you see this Committee eventually leading to if we are to give 
credence to this particular representation? And please don't 
misunderstand, because I sympathize with the particular problem 


we are facing now especially in our area; but it seems to me 
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"that if you start talking about a minimum requirement of equity 






we are getting into some pretty unwholesome theories. How do 





you feel about that? 





Mr. Schultz-Lorentzen: Well, so many thoughts 






run through my mind that I am trying now to crystalize the one 






that might be appropriate here. As I mentioned earlier, where 







you have apartments occupied by people; it is not commodities 





with a shelf life, it is not something -- well, the word eludes 








me, but apartments are people's homes. It is something emotion- 






al, it is something way, way beyond just some dry goods, and 









in that context when you take other places should the same 






happen. No, because you cannot compare apples with pears. 





In our case in our building, this was bought two 





and a half years ago and $3% million and then sold a year 





later for $5% million. The landlord made a profit of 






$2 million which of the $3% million he only had to put in 






15 percent. Well, it is almost criminal, to my mind. So in 


that context that apartments are homes and not just goods to 






be traded, in that context I think it is justified to up the 





15 percent. 







Mr. Spensieri: Obviously what you are objecting 








to is not the fact that someone has the ability to finance 







85 percent, what you are really objecting to is the extent to 






rich that gets passed out, but you have no -- 





- Schultz-Lorentzen: The difference, the 


CERTIFIED REPORTERS 


INTERNATIONAL REPORTING INC. 
SWAG fa 






























85 percent gets passed on to the tenants, yes, and the interest 
rates on ‘top of that; yes. 

Mr. Spensieri: Sure, but you have no actual 
objection to anyone entering the real estate market if he 
only happens to have a 15 percent equity? I mean -- 

Mr. Schultz-Lorentzen: Yes) tI ycettainlyrdortst 
would like him to have 15 percent equity, and furthermore in 
this Petition we are asking that a landlord also be shown that 
he has not at any previous time been found guilty of exploiting 
tenants by charging too much; that he has not been proven to 
be a quick sell artist and that this is the seventh building 
he has owned. I know that you will say there isn't any hope of 
getting ib) inset think it is really immaterial and I personally 
have no great hope but I think we have to mention it and we 
have to point out that people, at least from the part of the 
city where I come from believe in this. 

Mr. Spensieri: And just to conclude, Mr. Chairman. 

What do you consider a reasonable period of 
holding on to a real estate investment? Would you consider 
say a four year period a flip or would you consider that a 
normal period of ownership? | 

Mx. Schultz-Lorentzen: Everything being relative, 
I would say for the purpose of this argument three years now, 


see ‘lt «extended to ten years; -but «since 
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“that would be adequate; that would be a minimum. 


Mr. >. Chairman:s. ir. Swart. 

bir Swart: Thank you, Mr. Chairman. 

I would just want to pursue that equity a little 
further. If I hear you correctly, and those who have made 
submissions previously, your real concern is that you get these 
constant sales and the tenants keep on indefinitely paying off 
that capital and that interest, and if I can paraphrase you, 
what you are saying in effect there should be a system whereby 
that in fact is not permitted; that building has been three 
quarters paid off by the tenants, the capital and interest has 
been three quarters paid off by the tenants, then there ought 
to be some system which would not provide for the automatic 
pass through, if that building is sold and you are starting all 


over again and pay for the same building several times. 


Mr. Schultz-Lorentzen: XS. Leos 
Mr. Swart: And so the 15 percent may in 


the first instance not be unreasonable but as that building 
keeps being paid off it does become extremely unreasonable 
that those tenants should have to start at that level again. 
Am I right in interpreting that is basically what you are 
saying? 

Mr. Schultz-Lorentzen: Yes, absolutely. 

Ma. <Swarke The other question I have to ask 
is the same guestion I asked Mr. Van Newell. .First of all, I 
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“assume that the Grandview Association of Tenants represents 
more than one apartment building, it represents a number -- 
Mr. Schultz-Lorentzen: No, it represents one. 
Mroi Swart: It represents one apartment 


building. Would that building be included within this legis- 


lation? 
Mr. Schultz-Lorentzen: No. 
Mr. Swart: No, it wouldn't. 
Mr. Schultz-Lorentzen: We had our hearing in 


August and this takes effect on October 3lst. It has been 
sold four times in five years just by some arbitrary -- it has 
no real bearing on the justification or the merits of the case 
robs us of -- 

Mr. Swart: So even a hearing next August, of 
course, if they applied for one, the increase has already been 
given, or at least it will have been given so it wouldn't 
affect you. In fact a smart landlord would just take his six 
percent and run next August, after getting a major increase 
this year. 

Mr. Schultz-Lorentzen: Yes, or delay any hearing, 
which they can do, since the way the rent review hearings are 
set up now they don't take place until he has submitted his 


cost statement. They don't give a date; they wait patiently 
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Mr. Schultz-Lorentzen: Well, if he wants to 
wait long enough nobody is going to qualify for this. He can 
dictate his terms in that way by simply holding back his cost 
statement. 

Mr. Chairman: Thank you very much. That's the 
time, a little more than the time. Thank you very much for 
your presentation. 

Mr. Schultz-Lorentzen: Mr. Blazer has something. 

Mr. Chairman: No, I am sorry. We have already 
passed over that. We have the next group coming on. Thank 
you very much for your presentation. 

Mr. Schultz-Lorentzen: ‘Thank you. 

Mr... Blazer: Could I not get someone to copy 
this then? 

Mr ..Chaivmansieaves ,wthativeactine.. --Therelerk will 
get. it from you right now. Thank you. 

And I understand Mr. Blazer's group gave a written 
brief around six o'clock over in the Parliament Buildings and 
that will be photocopied and circulated later tonight. 

The next group is from 60 Gloucester Street 
Tenants Association, John and Angela Goyeau. 

Do you have a written brief. 
Mrs. Goyeau: I have one copy. 
Mr. Chairman: One copy. Fine, thank you. The 


Clerk will get that. I believe that will be Exhibit 10. Thank 
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Mrs. Goyeau: I am President of the 60 Gloucester 
Street Tenants Association. 

On behalf of the tenants of 60 Gloucester Street, 
we would like to thank the members of the Justice Committee 
for allowing us to speak briefly today on the subject of Bill 
196 3 

We are aware that this bill is being processed 
speedily and, in one sense, we are pleased to see that the 
government has decided that only rapid and decisive action 
will meet the needs and demands of Ontario tenants. 

We are not pleased, however, to find that the 
bill being proposed overlooks us personally, overlooks the 
tenants of our building and overlooks the problems of most 
tenants in our neighbourhood. 

We live in a neighbourhood predominantly made up 
of tenants and located a very few blocks east of this Legis- 
lative building. In our neighbourhood over the past year and 
a half, virtually every tenant has been subjected to a dramatic 
rent increase....not only because of resale of buildings...but 
also because of: building refinancing; buildings not covered 
by the Residential Tenancies Act; capital expenditures passed 
along at very high interest rates; and illegal rent increases 
which tenants are unable to discover or prevent. 


In the recent municipal election there was a 
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candidate for office in our neighbourhood who thought he could 
win re-election by offering assistance only to a few tenants 
(specifically those in Cadillac-Fairview buildings) and by 
neglecting the concerns of the majority of tenants. 

He was roundly defeated by the tenant vote because 
tenants realized that what was fair for one should be fair for 
ra 

Take the example of our own personal rent increase. 
Our landlord applied early in 1982 for a 20 percent overall 
increase for our building. Because of his rearrangement of 
the rent structure in the building, and because of the equali- 
zation formula in the Residential Tenancies Act, our personal 
rent increase was supposed to be 42 percent despite the fact 
that the overall building increase was to be 20 percent and 
that, in fact, some apartments were proposed to receive 
increases below the 6 percent guideline. 

You can imagine our enthusiasm for an interim 
restraint bill that evens out this kind of disparity but which 
does not apply to us. 

This is but one example of the type of rent 
increases which have occurred across Ontario and which are 
not being addressed by Bill 198 because of its limited scope 
and limited application. 

We can assure members of the Committee that we 
will be discussing this issue in our Tenant Association, as will 
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legislation before you today. 

Fairness would dictate that a cap on rent increases 
should be applied to all landlords and tenants, not merely to 
those involved in resales after a specific date. 

Why should the landlord who buys after October 3lst 
be treated differently than one who buys in September? Why 
should a landlord who buys a new building be treated differently 
than one who buys a building constructed before 1975? 

The government is correct in understanding that 
tenants need protection from overly large rent increases but 
unjust in the application of this understanding tl all tenants 
in an even-handed way. 

Another issue which has been raised by tenants in 
our building is the level of rent increases which are being 
allowed even in Bill 198. Since our building is located near 
the Legislature, near the downtown hospital district and near 
the CBC, we find tenants who are government employees contin- 
ually complaining that their income is being held back much 
more stringently than the level of their rents. 

Under Bill 198, the effective limit being estab- 
lished for those cases in which the bill applies is approxi- 
mately ll percent. That is substantially higher than wage and 


salary increases for tenants in our building and specifically 





liouble the amount being allowed to tenants whose income is 
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directly controlled by government wage restraints. 

Because the interim legislation being proposed 
today does not apply equally to all landlords and all tenants, 
and because the level of restraint being applied is clearly 
higher than the ability of tenants to pay, we would like to 
suggest to the Committee that they accept the proposals being 
put forward by a variety of tenant organizations including our 
Association. This would be a freeze of rents at five percent 
annual increases regardless of cost pass-through and backdated 
at least to the first of this year so that the tenants who 
most need government support will receive it. 

While we are speaking to the Committee, we would 
like to draw the attention of members to two other pressing 
problems which we feel are of sufficient urgency tnat they 
should be addressed in this interim bill. 

The first is the question of the rent registry for 
tenants. This issue has been addressed before at greath length 
and, in fact, has already been passed once by the Legislature, 
if we are correct. 

At present, most if not all of the hearings before 
the Residential Tenancy Commissioners are resulting in a find- 
ing of illegal rent increases if the building is before the 
Commission several years after an initial application under 
the previous legislation. 


This” snou id not be news to members eitner since 
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““tenants have been complaining about this loophole since the 


initiation of rent review. 

At our building hearing in August there was a 
finding of an illegal rent increase despite the fact that our 
building has an active Tenant Association and despite the fact 
that the tenant in question was himself a lawyer. The plain 
fact is that there is no protection available to tenants from 
illegal rent increases except the coincidence of subsequent 
applications before the Residential Tenancies Commission. 

The decisions of the Commission listing rents 
are, in effect, a rent registry and should be considered as 
such and expanded immediately. I cannot see how further delay 
and study will be of benefit to tenants paying illegal rent 
increases. 

The second important issue is the right of tenants 
to know the owners of their buildings. This right goes beyond 
the application of legislation regarding management fees or 
resales or refinancing. 

Let me give you an example from our building. 

Imaediately following the founding of our Tenants’ 
Association, we hand delivered to the property manager and 
mailed by registered mail to the landlord a request to meet 
and discuss our concerns in a co-operative and friendly fashion. 


Our letter was not acknowledged and no reply was 
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At the time of our rent review hearing, the 
supposed landlord for our building declared first, that he 
was not a beneficial owner of the property and that it was 
owned by Swiss interests un-named,and secondly, that he did not 
intend to meet or talk with any tenant or Tenants' Association 
despite the praise of the government-appointed Commissioner 
for the excellent work and good manners of the tenant repre- 
sentatives at the hearing. 

We would like to talk to the real owners of the 
building. It would be advantageous for them and for us. 

At present, the best advice we have received is 
to give up because it will likely be impossible to track down 
the German and Swiss connections behind the ownership of our 
building. 

Surely there is at least one lesson to be learned 

rom the Cadillac saga? 

Surely, tenants can be allowed to know the names 
of the individuals upon whom their security of tenure depends? 

We thank you for your time. 

Mr. Chairman; Thank you. 

Mr. Epp. 

Mr. Epp: Thanks very much Mr. Chairman. 

You are dealing with the registry there and 
obviously you are recommending that we have that. Do you 


“see any problem wit h mplementing that immediately? 
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Mr. Goyeau: i don't th ieamsnotearlawyer on 
an expert in terms of drafting legislation but it seems to 
me that there is already a rudimentary form of registry in 
that if any building has gone since whole building review 
or to the original form of Residential Tenancies Commission 
hearings, then there is in effect the start of a registry 
there, and in essence there is a form of registry, a registry 
that is slowly being created already at the Commission. Its 
on file there and so it seems to me that the simple decision 
is required just to say that we want that type of information 


on file for buildings and just simply request it. 


Mr. Epp; So that you think that -- 
Mr. Goyeau: It is and shouldn't be a secret. 
Mr. Epp; =~ if that particular policy were 


adopted it might not take any more than a month or so to 
implement it? 

4 Mr. Goyeau: It is a question of requesting the 
information and collecting it. Whether the information is 
turned in as it is supposed to be is a separate question as to 
whether landlords would fulfil obligations that might be set 
down. 

There is a steady parade going through the 
Residential Tenancies Commission. I have watched five or six 


while we were preparing our Tenants' Association brief 
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tenants go down there, the Commissioner looks back through the 
records and if that building went through before whole building 
review for instance and there has been a three or four year's 
gap; whenever there has been a three or four year's gap and the 
landlord comes and puts in the rent schedule that he is putting, 
invariably, in almost every single case of that nature I have 
seen, the first part of the decision starts listing the illegal 
rent increases. 

In our building there had only been, I think, a 
dozen that were taken in 1976 or 1977 and one of those was an 
illegal rent increase, and despite the fact that we have lived 
in the building since that time, and other tenants have known 
the rents in the building, we keep in touch amongst the tenants 
in the building, and humourously enough, there is only one 
lawyer in the building, and it happened to be the lawyer in 
the building with the Tenants' Association who had an illegal 
rent increase. 

Now I don't know how tenants are expected to 
protect themselves when we get into a situation like that. It 
has been going on for a long time and I don't think further 
study is required. There is a parade; you just have to go down 
to Bloor Street and watch a hearing and you will see an illegal 
rent increase. 

Mr. Epp: Are you saying that one building 


which had numerous tenants the one unit that had an illegal 
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aoe was the one that had a lawyer in it? 
Mr. Goyeau: Yes. It was ironical in a sense 
but yes, it was the lawyer. I am not a lawyer myself but -- 
Mr. Epp: That's a lesson for the lawyers on 
this Committee. 
Mr. Goveau: To write better legislation, perhaps 
to protect their brethren. 
Mr. Chairman: My colleague says they are too nice 


people. 


Mrs. Phidap: That hasn't been my experience. 
Mr. Epp: Thanks very much, Mr. Chairman. 


Mr. Chairman: Mr. Barlow. 

Mr. Barlow: Thank you Mr. Chairman. 

Speakers may have mentioned this and I could 
possibly have missed it, but how long did you say you have 
lived in the building? 

Mr. Goyeau: We have been there eight years; 
Since before rent review began; almost nine now. 

Mr. Barlow: Has the building in fact been sold 
during that period of time you mentioned? 

Mx. Goyeau: No, it has not. We will be facing 
refinancing of two mortgages next year and it appears that we 
are going to be saved by the lowered interest rates if they 
Stay down, but not by this legislation. 


Mr. Barlow: And could you give me some 
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indication of perhaps what your rent increases have been over 
the last four or five years? 
Mr. Goyeau: Our landlord has only gone to the 
Commission twice. He went the first time about 1976 and then 
he went again this year. And because he hasn't had yet a 


refinancing application and he hasn't sold the building, there 


aave only been cost pass through applications. I am going to 


search for a polite adjective; let us say that to date it 
appears that he has been optimistic in what he has asked for 

in that in almost every case the Commission has put back to 
almost six percent what he has asked for, but again, we are 
under appeal right now and so we have no way of knowing whether 
his 20 percent will be put back by the Appeal Commissioner or 


not and it will be another couple of months before we know 


-what our rent increase will be. 


Mr. Barlow: Perhaps I can ask the question a 
different way. I am trying to get a handle on the type of 
landlord that you have and whether in fact they are responsible, 
it matters less to me in this particular context whether they 
are offshore or domestic landlords, as long as they look after 
the tenants. I think that is the key point. 

There are some that might take issue with foreign 
ownership but as. you know in the case of Cadillac they are 
investing in the U.S. and unless we put up a barrier against 
investment, at the moment people can invest in whatever country 
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within reason they want to invest in. But would your rent 
increases, aS an example, in the last half dozen years, would 
they have exceeded the rate of inflation or would they be below 
that or above that? 

Mr. Goyeau: No. Because our landlord has a 
Six percent mortgage its going to continue for a long time; he 
hasn't had to seek refinancing and therefore we haven't had 
large increases. And the point of onshore versus offshore 
dosen't concern us. It is simply that when we try to find out 
who the owner is to say we are the Tenants’ Association, we 
would like to tell you that we are, and when he puts out a 
questionnaire in the building asking for information and we 
reply, I think the type of treatment that landlords give 
tenants is typified in some situations by some types of land- 
lords by that type of behaviour. 

I am sure the members here wouldn't like to be 
in a situation in the Legislature where they weren't allowed 
to know the name of the Speaker and they could write to the 
Clerk and if the Clerk chose to answer he would and if he 
wouldn't he didn't have to, and that's just not simply tne 
type of behaviour that should be allowed; and the fact that we 
are unable to determine who the actual owner is, we would in 
fact say well, this is only the property manager and there is 
someone higher wno is in-authority, some individual that we 
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could write to perhaps in Switzerland or in Germany, as cited 
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this afternoon, Liberia or anywhere. 

We would write to him and say, this is the 
Tenants’ Association and we would like to introduce ourselves. 
These aren't very tough demands; we would simply like to be 
in communication with someone who is willing to say that they 
represent the owners of our building, and we find it impossible 
to do so. 

Mr. Barlow: In connection with the maintenance 
and the quality of the building, I would assume that you are 
dealing through a superintendent or someone who is on staff 
in a building as large as yours. How has that in fact been 
with absentee ownership? 

Mr. Goyeau: The maintenance was running down 
last year and is back up; there is a real surge this year. 

As soon as the application for rent review went in all sorts 
of things got done that had been sitting for a year or two, 
some that didn't need to be done, on the grounds that if they 
were jammed into this year they would be covered for the 
Commission. 

I think an artificially low year, too, was 
created and then this year there has been a tremendous rusa 
to do all sorts of things that have been sitting for a year 
or two. But you-will notice in our brief we didn't complain 
about the maintenance in our building essentially. If there 
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“the Commission we would have gone for it. But I think the 
point here is that we are subject to a variety of things that 
could influence our rents and we have simply said that we 
Support the five percent freeze because we think the rents 
should be frozen. 

I don't think discussing what form of cost pass 
through is really going to get to the point. If we are going 
to take clear action to say we want rents to be kept down, 
we want to protect tenants from their concerns, then the only 
way, to do it is to say, fine, this ws what he rent will ibe, 
and if one or the other of the factors goes higher than members 
can foresee now -- I can't tell what the interest rates will 
be when our refinancing comes up and we won't be covered; 
perhaps we will be safe next year and perhaps we won't. 

I was terrified when they were running at 20 
percent about the type of rent increase that would be for our 
tenants and our Tenants' Association next year and we had no 
way of fighting that and we still won't. If interest rates go 
up and half of our building's financing comes due next year 
we are going to have one hell of a rent increase and the only 
thing that is keeping us from that is the lowering of interest 
rates that has gone on in the last several months. That's 
good fortune, it is not this legislation. 

Me. Chairman: Thank you very much for your 
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presentation; we are past time. 
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Might the last group, Parkdale Community Legal 
Services, Diana Hunt and Fred Bever, please come forward. 

Members of the Committee, the brief from the 
ll Bereton Place Tenants' Association that was handed to you; 
that. would be: Exhibit 11. 

Do you have a written brief with you? 

Ms. Hunt: Wo. Our submissions will be oral. 

Mr 3Chairmans., bine, «thank -vou. 

Ms. Hunt: Before I start I would like to say 
that I think it is really unfortunate that Tenant Hotline was 
unable to make its submissions directly to you and that the 
only way Metro Tenants could get its submissions to you was 
by piggy-backing on a Tenants' Association. Parkdale Legal 
Services almost didn't get an appointment until someone 
cancelled. 

We are the people who work with this legislation 
every single day and we have been participating in policy 
discussions and representation of tenants since the inception 
of the bill....Surely, in a situation like that, space could 
have been reserved on your roster to listen to the people that 
work with the bill and will continue to do so in order that 
they can ae aoe in the amendinent process. 

Having said that -- 
Mr. Barlow: Mr. Chairman, without entering into 


debate I would like to say as an out of town member, and I 
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speak for, I think, others as well, that the very same complaint 

could be made for those out of town Tenants' Associations who 
are not nearly in the same position that you are in. At least 
the Metro Tenants' Group guite widely have been heard in regard 
tomthisparticular: issue but in my. own: riding and, in Mr. yrPichers 
riding and Mr. Epp's, we have no representation whatever. 

So I think we have got a good cross section from 
Metro, if I could just offer that as an opinion, and we are 
trying to get as much input as we can. We have been dealing 
with this item for some time and we do have certain time 
constraints. 

I say that by way of apology and explanation, but 
that's the reason. 

Ms. Hunt: No, I appreciate the time constraint 

Mr. Chairman: Carry on. 

Ms. Hunt: I am a staff lawyer at Parkdale 
Legal Services and I am appearing today with Mr. Bever wno is 
a Community Legal Worker at Parkdale Community Legal Services. 

Our office handled approximately 40 rent review 
hearings this year and Mr. Bever actually directly represented 
the tenants on about half of those hearings, 

Mr. Bever: I would like to start off by 
welcoming the proposed amendment to the rent review program 
wnich will be realized through the implementation of Bill 198. 


TALS evening we would like to focus on what we view as two 





iat (repeperaauer seeune seaeremrsee tee ates 
a 











-- nF AA DEB LAE EOE EAT TT PRIOR A Bat AESS HR PTET ToD i 


CERTIFIED REPORTERS 














aa tS 


INTERNATIONAL REPORTING INC. 


eg 


reasons why we feel these proposed amendments are so important. 

First and not surprisingly foremost is the very 
real financial relief that the proposed bill will provide for 
many of the tenants who would have been facing huge rent 
increases under the existing Residential Tenancies Act as a 
result of either rent equalization and/or consideration of a 
financial loss due to a sale. 

I think it wouldn't be an overstatement to say 
that the proposed amendment will save many tenants from 
economic eviction and given today's current housing market, 
economic eviction is something that brings with it incredible 
financial and emotional hardship and as such these amendments 
should be applauded. 

While these changes, unfortunately, come too late 
for thousands of tenants who have already lost their homes 
as a result of exorbitant rent increases allowed under the 
Residential Tenancies Act or under its predecessor, the 
Residential Premises Rent Review Act, the barn door can still 
be closed with a significant portion of the herd intact. 

Another very real benefit of the proposed legisla- 
tion in addition to the financial is the somewhat less 
tangible psychological benefit. It has been our experience 
that since the implementation of rent review in 1975, tenants 
have become increasingly more cynical about the intent of tne 


government's review Beers oxo ves each si rent 
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rent review was in place as a tool for landlords to legitimize 
enormous rent increases or whether it was actually there as a 
piece of legislation to protect them. 

At many of the hearings we have attended in the 
past few years landlords have attempted to imply that the low 
tenant turn out somehow was indicative of the fact that the 

enants are not that concerned about the size of the rent 
increases and that they are prepared to accept the proposed 
increase. In fact we know that the low tenant turn out is 
more reflective of the fact that tenants over years of exper- 
lence have come to appreciate that they would be better off 
spending their time working, making the money to cover the 
rent increase that is basically a foregone conclusion. 

When one looks at some of the increases permitted 
under the program one really cannot blame the tenants for 


being so cynical. I would like to cite a couple of examples. 





Over the years we have represented many tenants who have througn 
the rent review program found themselves confronted with rent 
increases in excess of 75 percent. In one case these increases 
brought the rent up to a level where the landlord himself was 
prepared to admit that they weren't collectable and all he did 
was use the awarded increases to selectively evict those 
tenants he felt were the trouble makers. Once they had moved 


out he brought down the rents to a level that reflected the 
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true market value. 


We have also represented tenants in buildings 
who over the years have experienced increases in the range of 
20 percent on a continual basis. One building comes to mind; 
it is a building in the South Parkdale area; it is occupied 
largely by working class people and they for the last four years 
in a row have had their rents go up 20 percent. During the 
course of those years they have witnessed a continual deter- 
ioration in the standard of maintenance in their building. 
The question that comes to mind is what have they gotten in 
return for the rent increase? What they have gotten is the 
pleasure of making out their rent cheques in the name of four 
different landlords. 

What adds insult to injury is every year they 
find themselves coming to rent review; the landlord comes 
forward, makes a proposal for a rent increase, begs the 
Commission to take into account his financial predicament and 
the fact that he is ina financial loss situation. A year 
later the tenants come back; its a new landlord making the 
same plea and when they look at the financial records they find 
that the landlord who was there the year before crying financial 
loss walked away from the project with a quarter of a million 
dollars in his pocket. 

No wonder tenants are skeptical as to what the 


real intent of the rent review program is. 
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The need to address this growing cynicism on the 
part of tenants goes beyond just a desire of any government to 
have the people it represents feel confident that the govern- 
ment is actually representing their interest. It strikes at 
the very basis of the program. A good way to put it is that 
if one has a problem the onus lies with the individual to bring 

an application. If a tenant feels that they are paying an 
unlawful rent the onus lies on the tenant to bring the applica- 
tion before the Commission. The Commission will not intervene 
unless they are called in. 

Obviously if tenants have no faith in how the 
system is working they are not going to turn to the system to 
get any support so the whole premise on which it operates 
falls down. 

Having said that -- I am trying to find myself 
in my notes =-- It is for those reasons booth the financial 
relief and the fact that hopvefully these changes will help 
address tenant cynicism, that we applaud the proposed aiaendment. 
Unfortunately, while the proposed bill will enhance tenant 
protection, because of the provisions allowed under Section 2 
which sets out which applications will fall into the provisions 
of the act, many tenants who could be protected from enormous 
rent increases have been left outside the Act. 

Just by way of an example, we are currently involve: 


in rent review hearings which will establish the rent increases 
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~ for tenants in approximately 2,200 units. Of these 1,463 


units are facing an increase based on the recovery of a 
financial loss due to a sale. Unfortunately, only 91 units 
will benefit from the proposed bill leaving the remaining 
1,392 units subject to rent increase based on a principle that 
this very bill identifies as inequitable. 

For those of you who prefer figures expressed in 
percentages, that translates to 94 percent of the clients we 
are currently representing will derive no direct benefit from 
the proposed bill. Why since these tenants have not yet 
received a final order can they not receive the same benefits? 
It is a bit of a rhetorical question because we feel they can 
and what we would like to do now is suggest a couple of 
amendments which we feel would make it possible for tenants 
who would at the current time fall outside the jurisdiction of 
the bill, basically receive the same treatment as their 
neighbours will get. 

Ms. Hunt: The most obvious amendment to the 
bill that would include those, that 94 percent of our current 
clients facing financial loss increases what be to adopt what 
the Federation and numerous other deputants before you have 
argued, which is that there ought to be a five percent cap on 
all rent increases for residential units for the life of this 
bill at least and in fact I would argue until such time as 


there are in place adequate procedures to maintain and increase 


as kr Sa ee ee 


“CERTIFIED REPORTERS 


OLE De et Fn i Pe 





INTERNATIONAL REPORTING INC. 


A ahQ 


affordable housing stock. 
















I think that the suggestion has merit for a number 
of reasons. First of all, it is much simpler than the bill 
that you have proposed. Section 2 is a very complicated 
section to figure out and I am afraid that the rationale for 
extending coverage to pre-October applications in the case of 
speculation as opposed to in the case of dramatic rent increases 
doesn't make sense to me. 

Just putting a five percent cap is, if nothing else 
easier. Secondly, not only will a five percent cap discourage 
high rent increases due to acquisition refinancing; it will 
also discourage another trend whicn is becoming a problem in 
Toronto and that is when landlords make significant capital 
improvements and accordingly raise rent which take the unit out 
of the affordable category. 

I also support the Federation's proposal or, we 
support the Federation's proposal that that five percent cap 
ought to apply to tenants currently exempted from Part 11 of 
the Residential Tenancies Act and I specifically refer to 
tenants whose rents are higher than $750 a month and tenants 
who live in post '76 buildings. 

A less attractive to us but possible compromise 
would be to scrap Section 2 and provide instead that Section 3 


apply ‘to all tenants<asvof -October<31, 1982....So that.as, of 
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“would be rolled back to be five percent of the base rent. That 


would involve in fact the Commission re-issuing orders that it 
has already made. However, since we would anticipate that 
this bill should cut down the number of applications being made 
to the Commission in any event, we would hope that the 
Commission would have time to do all of that. 

A further possible compromise which is not as 
acceptable to us but is a possibility, would be to amend 
Section 2 by deleting (a) and (a) and provide that the Act will 
apply to all applications whenever made where final order was 
not issued on or before October 31, 1982. 

Now, each one of those amendments would mean that 
the 94 percent of people we currently represent who are facing 
financing cost increases would now be covered by the bill. 

It seems to me that it would be a great shame if, 
having recognised the serious problem and having taken some 
steps to address it, the government then passes a bill which 
at least for tenants in our area, gives very little relief. 

While I am speaking to the Committee I would like 
to say a few words, first of all, about the issue that has 
arisen about the rent registry. I completely oe the 
Federation's call for an immediate implementation of the rent 
registry. In our practice in Parkdale we run across illegal 
rent increases constantly and the really heart breaking ones 


are the ones that wee cannot Sriech You deeply suspect tnat 
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“it is an illegal rent increase; there was a recent turnover of 


tenant and now the person's rent is $150 a month higher than 


the next person, but if the landlord has never gone to rent 





review and you don't have any wonderful witnesses lying around 























prepared to stick their neck out with the landlord then there 
is no way of proving it. 

Not only does the rent registry need to be imple- 
mented, but some serious penalty provisions nave got to be 
implemented. I have become a little bit discouraged about the 
process of charging a landlord under provincial statutes ona 
private prosecution basis because I have found that provincial 
court judges aren't always as understanding about our percep- 
tion of the seriousness of the Landlord and Tenant Mct. 

Also, I am not a criminal prosecutor and I find 
myself rather hard put to be as perhaps professionally vicious 
as one is supposed to be in a situation like that. Anyway, 
we have not had good results and I would propose that you 
consider instead implementing a procedure where there could be 
a civil remedy for damages and that the Act specifically provide 
that the damages that one could ask for would include exemplary 
or punitive damages, that is, it is almost like a fine but it 
is provided in a civil setting and I suspect would tend to be 
very discouraging for landlords. 

The last thing I would like to address myself to 


is the disclosure issue. I don't know. if I missed this because 
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I havent heard all the representations today, but while I have 


been here I haven't heard anybody express wnat is in fact in 
my mind the most important reason and that there must be 
disclosure of the beneficial principal in any of the parties 
that the tenant has to deal with and that is because at rent 
review there are already commission guidelines that provide 
that where certain transactions are not arms length tney are 
not permitted by the Commission and that was presumably in an 
attempt earlier on to prohibit flipping. 

If you cannot know who is behind the numbered 
corporation, you do not know whether this is in essence if not 
legally a flip and it seems to me that you might then nave to 
take two steps. You have to say you must disclose who you 
are and if you do not have an arm's length relationship with 
the person with whom you entered into a transaction then the 
Commission is permitted to penetrate the corporate veil to 
the extent of looking at who the parties really are notwith- 
standing that there is a corporate body that stands in between 
the two parties. 

Mr. Chairman: I think I have to interrupt you 
at this point; we are past time. That comment about disclosure 
was dealt with somewhat earlier. 

Thank you very much. I am sorry, Mr. Philip. 

We are past time. It is now 9:16. According to the motion of 


last Friday, we have to start clause by clause in Room 151 at 
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9:30, so we will go directly back and commence clause by 


clause then. 


presentation 


have been an 








| 
So thank you then. The hearing is now adjourned. 
Min celta os All I.can say-is that the last | 
was done so well that at least one of them should 
Alderman. 


Mr. Chairman: Thank you very much. 





The committee recessed at 9:17 p.m. 
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LEGISLATURE OF ONTARIO 
STANDING COMMITTEE ON ADMINISTRATION OF JUSTICE 
Wednesday, January 26, 1983 
The committee met at 10:09 a.m. in room 15l. 
ANNUAL REPORT, REGISTRAR OF LOAN AND TRUST CORPORATIONS, 1979 


Mr. Chairman: Gentlemen, we have a quorum in place. May 
I, firstly, touch on a couple of matters that you should- know of. 
We had scheduled Bill Prl0, the North York bill, for Friday, this 
week. Neither the mayor, the city solicitor, the minister nor the 
parliamentary assistant were going to be available. Therefore, the 
municipality asked that it be postponed to a different time. 


Then we had Bill Pr33 scheduled for Thursday. I received a 
telephone call about 9:30 a.m. from the minister. As a result of 
the minister and the parliamentary assistant being unavailable, 
they, together with the city of Kitchener, requested that this 
bill also be deferred. In anticipation of this committee being 
tied up with other matters, Kitchener also further requested that, 
perhaps in the near future, the private bill go to Mr. Barlow's 
committee, the standing committee on general government. 


I have left it for the minister to deal with the government 
House leader, and I assume he will be in touch with the other 
House leaders. I assume, from our point of view, if both parties 
ask for an adjournment, that we will concur. Is that the consensus? 


Men Breirthaupt:yeMryeChairman,;wryou nhaverlostsomes on one 
point, and that was the expectation of rescheduling the bills. 
Were rrcne: (CICy ~OLevRTeCnenecEe” Dre; * bill) Pros) ™ ber doing “tot ‘the 
standing committee on general government? 


Mr. Chairman: It would not be up to thiS committee to 
say where it would go. I presume that would be up to the House 
leaders to decide where it was going to go. 


Miewrpresvthatpet seri i tethat: Sis -the’ ) case’ and. at siteedecided 
that it would go elsewhere, perhaps the clerk would be sure to 
advise me since, as the sponsor of the bill, I think I should be 
present if at all possible. 


In any event then, at least so far as this week is 
concerned, the committee will not meet either on Thursday or 
Friday on those items. 


Mr. Chairman: I'm asking the committee for consensus on 
that. 


Mr. Breithaupt: Presumably, the committee would not meet 
on Thursday, in any event, because Bill 215 is going to be debated 
on second reading that afternoon, which would preclude the 
minister and others interested in being present. 


Mr. Swart: I'm having a little trouble hearing you. 


bie Chairman: Mr. Breithaupt is anticipating the 
likelihood of what might or might not be substituted on Thursday 
aLvernoon tor Bare ergo. 


Mr. Breithaupt:s. In. fact, Sbili 205 Will soe cera. eu ao, 
Thursday afternoon and Thursday evening. Therefore, this committee 
would not be meeting in any event. Is that not correct? 


Mreu .Chairman::.Noé¢ e465 would, think, fat .would"be- up -"cosethis 
committee to decide what it wanted to do. 


Mrs- \Breithaupte> With sa, bill,~jin, £hat spolicy. fields being 
debated, 1 don't expect that the committee could meet. 


Mr.en Chairmaniis ~Bine. Is.. that. ape consensus2. Thank. ayou. 
Copies of the statement, dated January 31, on the topic at hand 
this morning are being circulated. Also being circulated is the 
1979 .report - of-sthe. registrar of sloan and crust COrpoOraLvons. 
Tnere's also a letter which was delivered to me at approximately 
9:50 a.m. from the registrar and dated today referring to the 1980 
and. :;LIS8L.reports..That: bus sagainacirculated srorayOUg st (Gol, Calilink 
I need to refer any more to that. Mr. Mitchell. 


Mr, :.-0oMitche Lis \5Mr. .Chairman, elt atc Mine OLruer. a cma. iS 
point, I must say the reason we are here thiS morning, to consider 
the. :l979. ,nnual: repout «Offs, the .registrar of -2loan Sanceecrus. 
corporations, has caused me some degree of difficulty. I have a 
motion which I will put and then explain my reasons for it. 


Mr. Chairman: Mr. Mitchell moves that with the Morrison 
inquiry in progress and various witnesses still to appear and give 
their evidence under oath; and with related erimine.L 
investigations still in progress; and with the ministry conducting 
an investigation; and, furthermore, since there are proceedings 
before the courts and matters expected to be placed before the 
cCOUuLES, and related proceedings before and by the Ontario 
Securities Commission: and since negotiations relating to the sale 
ofiethe eiassets of &CrowmeiTrust) are -under svactive.,consideration, 
consideration ofjcthexai979 sereportedOEn theseregistrar Of loan, and 
trust corporations by this committee would not be in the interests 
of the depositors and the public at this time and, therefore, such 
consideration be deferred. 


Miao Swart 3jOnseas Points .Of iondemaa Mr. .Chaittan ssl  Noverca 
on this committee for guite a long time, including when it was 
discussing the Re-Mor and Astra issue. When there was a petition 
referred by a particular party to this committee, the practice was 
that the party referring the petition--the annual report--would be 
first recognized by the chairman. It would seem to me, therefore, 
that in this particular instance you should have EIrst 
recognized--my leader did have his hand up--and even yet should 
recognize, the party which, by petition, referred this matter to 
this committee. 


Mr. Chairmans iim godnggstoprule Bthat. thi sesis snote a eo lt 
of order. Here we have always gone in the order of whoever's hand 
is up first. I have Mr. Rae. second sand. the others, ©Messec. 
Cunningham, Swart and Breithaupt, in that order. I have them in 
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the order in which I saw them. Matters of privilege, matters of 
Order and motions can be made at any time. I don't see anything 
out of order in having recognized Mr. Mitchell ana in nis naving 
Made his motion at this time. Carry on, Mr. Mitchell. 


Mr. Mitchell: It's my understanding that a standing committ 
ee can only consider those matters which nave been referred to it by 
the Legislative Assembly. In this case it happens to be the 1979 re 
port of the registrar of loan and trust corporations. I appreciate t 
nat, aS a result, the committee could not, without the concurrence o 
£f the Legislature, be entitled to consider anything beyond that part 
CU Ler COOL. 


It's quite understandable, however, flowing from those 
deliberations, that the committee might feel it should go beyond 
tnese matters, asking guestions relating to current events, taking 
the position that they are ancillary to that report. 


I nave detailed all of the things that are going on at this 
time, Mr. Chairman. If we were to get beyond that realm, I don't 
believe it would be in the best interests of the public or the 
depositors. I should also point out that many of the people whom 
we, *SOr-Vthis “conmittee, “might» choose’'to "call)*are’*so') actively 
involved in all of the ongoing processes that we might create 
another adverse effect on those processes, I do not wisn to be 
PaLCy Co Cilio. 


Mr. Chairman: Thank you. Mr. Rae? 


Mr. Rae: I think the motion which has been moved by Mr. 
MitcnelI is nothing more nor less than an attempt by the 
government to prevent this committee from doing itsS job and 
carrying out the mandate granted to it by the Legislature, ruled 
in order by Mr. Speaker. 


YOU NavVewe aT © Crone “or ~ your e-a “Letter! Erom othe} -registrar, 
indicating that it is because of a failure and a mistake on his 
part that we do not have the 1980 report tabled in accordance with 
normal practice, and an indication that he will make arrangements 
with the minister to have this done. 


Notwithstanding that, the motion that Mr. Mitchell has moved 
says that there are several matters "before the court." What 
court? One® of ‘the’ problems is that there have not been —any 
proceedings at all brought by the government with respect to these 
matters. The fact is that the government is attempting to use this 
motion aS a means of preventing this committee and the Legislature 
from doing their jobs with respect to the work and conduct of the 
registrar and of the ministry with respect to the regulation and 
vetting of various companies that come under its jurisdiction. 


I say with great respect to Mr. Mitchell, and to other 
members who have been involved in the preparation of this 
particular motion--tnis attempt to prevent the committee from 
doing its work, and us from finding out the trutn with respect to 
this matter--that there are very legitimate guestions that we nave 
regarding the work of the superintendent and of the registrar. We 
have some very real questions about the lending practices of 
companies whose names are to be found in this report. 


Seaway Trust is just one example. I think we're entitled to 
know what the lending practices of that company were and whether 
the overvaluation problem is one wnicn arose in the months of 
September to December or whether, as we have very real evidence to 
believe, it's a problem which has a history that goes back some 
way. 


I think we are entitled to cross-examine Mr. Thompson as to 
what time he started to examine the affairs of this particular 
company and to Know exactly wnat kinds of investigations took 
place prior to the information being provided in this report. I 
think we are entitled to Know what technigues and what methods the 
registrar used when it came time to deal with the question of 
these companies. I also think it is essential that we, as a 
committee, be in a position to cross-examine the registrar or the 
minister with respect to the information in this report now and 
not have this matter deferred and put off endlessly. The questions 
that are before the Legislature and before the court have to do 
witn Crown Trust. We have questions with respect to the other 
trust companies that have been involved in the Cadillac Fairview 
affair. 


10:20 a.m. 


I’ think Sit’ is*completely dnappropriate fortiMn. Miteneliaro 
be attempting to stop this committee from doing itS work and its 
Job.,ocLtithink hat <isisessentlalietnatty tthere. tbe. auuiorun . inayen is 
Legislature where itsS members can cross-examine those people who 
have been involved in the regulation of the trust business to find 
out exactly what they have done and what they have known, to be 
able to demand information, to gather documents, to examine and to 
cross-examine witnesses under oath, and to try to shed some degree 
of light#*on’ this = businesstand@protect the /publicjinterest, 


I would suggest that if this committee is prevented from 
dealing with the problems of the companies that are covered in 
these reports, if we are prevented from doing our job, then it is 
a very sad day for democracy. I mean that in all sincerity. It is 
also a very sad day for those of usS who want to get to the bottom 
ObVthisomatter: 


I think it is extremely improper for this motion to be 
passed, or even to.be considered at this point... I believe that, 
following the mandate that was given to us by the Legislature, it 
is incumbent on this committee to be considering the ways in which 
we can facilitate the cross-examination of the registrar with 
respect to the information that is contained in this report. 


There 1S evidence with respect to some of the lending 
practices of these companies that go back a long way. I think we 
would be making a very foolish mistake indeed, as a responsible 
committées In athis, Legislature, pibtiwem caitedlico, dossoures sop an 
aL tLempctings COnget to, the bottom of) 16. 


Mr. Chairman: Thank you. Mr. Cunningham? 


Mr. Cunningham: Mr. Rae has guite properly distinguished 
the difference between the Crown Trust matter, which is, of 
course, a major concern to all of us, and the fundamental 
responsibility that the government, more particularly tne 
ministry, has with regard to the regulation of loan and trust 
operations in Ontario. 


eereally Oring tire Mcconnell sfenotion, “9 thiscitearigevine «the 
proceedings, to be somewnat offensive and analagous irre 
rug-Sweeping motion, one that would restrict the work of the 
committee and would not allow us, as members of the Legislature, 
to discharge our responsiblities. 


We have been through a very sad litany of failure within 
GAYS * perticilar Ministry. spbatsay &60,¢¢not), oltisofiw anys pantisan 
context, and certainly not out of any sense of glee on my part. 
Moe Charrmairy YOu have s*been part robethis iS and’ prior tosyour 
arrival here, other members here have been reguired to deal with 
the Astra/Re-Mor matter. We have seen the same pattern of 
incompetence, negligence and maladministration time and time 
again. Our concerns, expressed in this committee, in the 
Legislature and in other forums, and concerns expressed by others, 
have caused us to have very genuine concerns about the operation 
of the Ministry of Consumer and Commercial Relations. 


We have warned the ministry on a number of ,occasions. We 
were in thiS very room, two years ago next week, and we indicated 
in our interim report on the Astra/Re-Mor matter that we were very 
concerned about maladministration. I could quote for you, Mr. 
Chairman. The committee initially "regretted that it was unable to 
complete its inquiry," and we thought it snould be continued after 
the election. We did feel, however, that on the basis of evidence 
received thus far, "serious maladministration of the relevant 
provincial laws nad occurred with respect to protecting the public 
against the activities of Carlo Montemurro and hiS- various 
associates and corporations." 


We also felt that "while the administration of the relevant 
federal laws was beyond the jurisdiction of the committee, it 
received evidence indicating political influence was exerted on 
federal officials to incorporate the licence of Astra Trust as a 
federal trust corporation." We invited the federal Parliament to 
examine a transcript of our hearings. 


More importantly, the committee was also "of the opinion, 
based on the evidence of John Clement, former Minister of Consumer 
and Commercial Relations and former Attorney General, that 
political influence was exerted on the provincial officials to 
obtain a provincial registration for Astra Trust. The committee 
has no hesitation in reporting its view that, on the basis of 
evidence so far, the government of Ontario should compensate 
forthwith the members of the public who lost money in financial 
transactions arising from the licensing of Re-Mor Investment Corp. 
as a mortgage broker. Compensation should include appropriate 
legal costs which such persons have incurreaq up to the date 
compensation is paid." 


Finally, the committee recommended that its inquiry "be 
continued and completed should the Legislature and the committee 
be now dissolved." 


During the course of the election, my good friend the 
member for Burlington South( Mr. Kerr) was of the same view. He 
indicated in remarks to the Hamilton Spectator that there were 
very serious administrative difficulties within that particular 
Ministry. 


Mr. Brace, the vice-president of Deloitte, Haskins and 
Sells, the receivers on the Re-Mor matter, had some comments on 
thissmatter.iel wililn just quote tinepart.dOniFebruaryn24 cinrcaiiletter 
written to the Deputy Minister of Consumer and Commercial 
Relations, Mr. Crosbie, ana as well to, -Mr. Humpnrys, the 
Superintendent of insurance, and Mr. Close of the Canada Deposit 
Insurance Corp., Mr. Brace said, "Tnere were facts available to 
various government officers which, if they had been properly 
integrated, would have suggested that neither Astra Trust nor 
Re-Mor should have been licensed. 


"There were from the beginning repeated incidents, breaches 
of undertaking, breaches of licence conditions which indicated a 
clear and present danger that the principals of the.trust company 
were functioning without any concept of fiduciary obligation. 
Opportunities presented by these warnings to conduct a thorough 
investigation, BiGidiyaes Conerol the operations, correct the 
improprieties or ultimately close down the operationS were not 
taken. Decisive action was not taken by any level of government in 
the face of the repeated opportunities until the depredations were 
too far advanced. 


"Finally, there was juriSdictional confusion between the 
responsibilities of different levels of government as well as 
different departments and authorities. This confusion waS a major 
contributor to the damage that occurred. We are of the view that 
there iS an urgent need to review both the legislative framework 
and the operating procedures concerning the regulation of these 
types of financial intermediaries." 


That is from Mr. Brace, who iS not a member of the Liberal 
Party, I believe, nor a member of the NDP, but the vice-president 
of this company who was charged with responsibility of overseeing 
its stewardship as a receiver. 


Members of the Legislature have a responsibility. We are 
sent here not to cover someone's fanny after a political mistake 
has peen made or administrative errors, put we have a duty and a 
responsibility to the people who send us here to make sure that 
these kinds: off thingsivdo inot) thappens>ATnis,,.2 ino rks yaisiiwhnathtnds 
committee could do, not to get into some discussion about some 
matter that may be before the court or. may come before the court 
next year or anticipating something that may involve Crown Trust, 
buts COvdookssat sthe-,openations of sthea~ministry,,. .ene procedures Jor 
the ministry, deficiencies in legislation and to deal with them. 
Tnat, gentlemen, is our responsibility. That is wnat we have been 
sent here for. We have asked guestions in the House which, of 
course, 1S, 0lr right sand duty “tojdo, 


A guestion was raised on June 1l, 1981, some year and a nalf 
ago, to the honourable minister, who, at the time, was Mr. Walker. 
I think there is a great deal of responsibility in this matter. 
Mr. Walker assured the honourable members that they had done 
things witnin his own ministry to improve areas. He said: "We now 
have a much more extensive internal communications than we nad 
before. Tnis has been going on since last summer, so it nas been 
in place for 10 or 12 months. We are holding joint meetings now 
between the financial institutions branch, the business practices 
branch and the Ontario Securities Commission, which was previously 
not the case. 


"We feel we nave tightened up in that regard and that things 
are better now because of internal communications. We feel we have 
new systems in place for capturing potential problems and bringing 
them to the attention of top management and ensuring circulation 
wherever there is any kind of proplem." 


10:30 asm. 


Ma eetWaLketommconLInucayoetsSo or rtihere sfiss a stot rof minternal 
communication going on. We have more frequent liaison with the 
police forces and we find it is working well to turn up things and 
to share information. We have doubled our efforts in that regard, 
and this has been going on since the spring of the year." 


He concluded by saying, "We have something called a 
Supplementary information list, which iS a special computerized 
list of people who might be considered problem people. This is 
Circulated and updated on a daily basis. We have a much more 
extensive investigation process today. We feel that we have done 
an awful lot of things and, frankly, many of the things the member 
is suggesting just are not needed." 


Mr. Chairman, if this committee is not allowed to proceed, 
if this matter is going to be caSually swept under the rug, as we 
have seen, despite motions by members of the New Democratic Party, 
motions by myself and Mr. Bradley to examine, not in a political 
sense, but operations of this ministry and the deficiencies to 
ensure that it never happens again, I say to you, as members of 
the Legislature, we are not discharging our responsibilities. 


Por ds not inconceivable tthat *if these “loopholes! in. ‘the 
legislation and, more particularly, deficiencies in the 
administration within the ministry itself are left unchecked and 
left the way they are, we could be back here a year and a half 
from now or nine months from now dealing with another failure. If 
somebody had said-- well, frankly, it was said to you, it was said 
to members of the committee here. Mr. Piché, I think was here. Mr. 
Mitchell was here. It was said before when we were discussing this 
that this could happen again and it was not inconceivable that it 
would happen again. And now it has happened again. 


This now involves millions and millions of dollars. It must 
bother each and every member of the Legislature, particularly the 
Conservative caucus, particularly people here, who as a result of 
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the vote, their conduct in previous meetings--and I do not want to 
castigate them for it--have frustrated investigations of this 
Ministry, have terminated discussions, have wound up the previous 
work of the committee, work that maybe if we had continuea just in 
this forum itself, we would nave got to deficiencies in the act 
and, more appropriately, dealt with some of the problems within 
tne ministry itself. 


Imwant, «0 9 says toyou, | isiriapbnequavocally , sithat piavwhataiar. 
Walker has told the House repeatedly, not just on June 11 but on 
many: other: « occasions, .iS.sat._variance.,,.with, practice, Le dels 
inconceivable to me tnat if these systems that Mr. Walker so ably 
described on page 1499 of Hansard, dated June ll, 1981, if these 
systems were in place, that we could be in such a sad and sorry 
State today on the Greymac, Crown, Seaway matter. 


Really, I say to you, set aside partisan considerations. Set 
aside any direction that you may have been given by your whip and 
reconsider your motion because I think that we have an obligation 
to get into tnis. The members are sufficiently well-eaucated, 
mature and have a sense of propriety not to deal with the Crown 
Trust matter in detail so as to prejudice the potential sale if it 
is going to take place. We did that very ably and very capably, 
and some of the members here attending the committee were not 
members of the Legislature at the time--Mr. Mitchell was--on the 
Astra/Re-Mor matter. The great allegations and fears that we 
were--Mr. Pope referred to it in the House as the Star Chamber, 
which I found a little offensive. 


The harsh. -Lacts- of, reality sare. thatnat. the conclusion o£. our 
committee work on February 2, 1981, there was no breach of the 
doctrine of sub judice. There was no involvement where we would 
have prejudiced Mr. Montemurro's civil rights or any of the other 
people that were charged in any way. No lawyer, to my Knowledge to 
date; whas | (brought! anyt fapplhication)] stool themrcountit ops left. any 
indication, \pubhicg i private sor eothenwise ye ithathas cagresutt sofpour 
committee investigation Mr. Montemurro's rightS and privileges 
were in any way abused. 


So what I say to you, Mr. Chairman, is that this committee 
is seized with the responsibility of investigating deficiencies 
within tne ministry. We are capable of doing that, of discharging 
Our responsibilities as members of the Legislature and not 
prejudicing» sanything» «that: «has: vanythingwstomido wwiths Greymac or 
Seaway or Crown or the disposal of their assets through 
legislation or any other means. I ask the member to reconsider his 
motion. 


Mr. Swarts: I heard the member who has just spoken say 
privately when he came in that, "It seems to me I have been 
tnrough tnis before." He has and so have I and so have several 
others in the Astra/Re-Mor case. I look at the motion that we have 
pefore us) here frommmacsememnberm of. ther party” ocfmatheiigovernment not 
this yprovinces, Dt, shas alloc ofinthelasamey tonesi Vandi othe (isamne 
phraseology of deferring and of things being before the courts and 
being investigated elsewhere that numerous other motions nad witn 
regararto.wRe=-Mor,. You,’ Mr.—Chairman, willie knows that to sbe .thescase: 


The arguments put forward that it is being considered by the 
courts--although, of course, it isn't at the present time, but 
they say there are criminal investigations in progress--were used 
at that time. However, when there waS a minority government in 
this province, we disregarded this resolution which was brought in 
Guring the fall of 1980. We went ahead with an investigation by 
this committee. 


Of the dire conseguences that the members of the government 
stated would happen, the sub judice and all of those things didn't 
take place. We went ahead with a full and tnorough investigation 
until a majority government came into power. There was no sub 
judice and there was no validity to tne arguments wnich hada been 
put forward by the government members. I Suggest the same thing 
holds true at this time. 


The majority government came in, and then those resolutions 
again came forward from the government members with regard to 
further investigation of Re-Mor. They were passed because they had 
a majority on this committee. It was deferred and put off and we 
never dealt with it. 


Tne opposition was proved to be right on tnat instance. We 
had done enough investigation to find out there was negligence and 
maladministration on the part of the government. After this whole 
matter has been referred to the Ombudsman, we now find out that 
there 1S going to be a recommendation that these investors in 
Re-Mor be reimbursed. So we are replaying the whole thing, and tne 
acguMnences Chat tJareputemMpeinerthisi resolutioniare tonlyoa ‘facades 


As has already been stated, we don't nave the latest report 
of the registrar of loan and trust corporations. We then have a 
letter of abject apology from the registrar, Mr. Thompson. I would 
suggest that this kind of sloppiness--you can only describe it 
that way--is a reason in itself why we should have Mr. Thompson 
before this committee. 


The government members Know exactly why they are blocking 
this. They know the kind of resolution tnat my leader would be 
putting forward here today--they may have already seen it--to have 
Mr. Thompson and Dr. Elgie come before this committee. I Suggest 
to you that it's a sensible resolution, but 1f£ we pass what is 
before us now, it is going to block that. 


You know very well that although this is the only report 
that we have before this committee, ist'i ¢ «wal dacgdve ebus the 
opportunity to examine everything tnat comes under the 
jurisdiction of Mr. Thompson and we can ask questions relevant to 
the current trust scandals. There are a lot of answers we in the 
Opposition party need to know--and, I suggest, the government 
members too--to make the kind of decisions in the Legislature that 
have to be made during tnis session, perhaps not too far down the 
line. 


Ofcourse, if «<Mr.«Thompson and Drs Elgie come before this 
committee, they can bring their solicitors with them. They can 
refuse to answer guestions if they think this is going to put 
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their investigation, or any other aspect of the whole issue, in 
jeopardy. If they think there is going to be sub judice, they can 
bring? itooup < neresm Gowever;-etoapattempts, Fan DLOCK «sany Surtcher 
questioning of the minister in a committee like this, which 1s the 
only Kind of a forum where you can really zero in on this issue, I 
Suggest is to attempt to stop the normal processes of democracy 
and to hide those things which should be brougnt out in the open 
at the present time. 


I suggest we need to ask questions now about whether there 
is any opportunity to unravel this problem, whether this $125 
million or ©$200 “milion “missing! hase anvibact padtsappeared fe or 
whether we can move back, either through a special pill in the 
Legislature or even under the existing legislation, to recover 
this money so that either the depositors or the government of 
Canada or the public in some other way are not going to have to 
FOOUC Uhwseon ts 


We should be able to ask tnose guestions and find out before 
we have to vote on a bill to sell Crown Trust and perhaps to sell 
the other two, or whatever we are going to do with them. 


10:40.p.m. 


We snould be able to ask guestions about who the beneficial 
owners are. It may make a real difference if we find out there are 
no investors from the central Asian countries in this at all, tnat 
the same people who own these numbered companies are the ones who 
hold Greymac Trust, Cadillac Fairview and Crown Trust. We need to 
have answers to that and to give directions in the Legislative 
Assembly of this province. 


We need to be able to question the involvement of senior 
people in the Conservative Party in these trust companies so we 
Know when we are making a decision about whether the sale is 
really to protect the depositors or whether there are other 
reasons involved in this. All of these things have a bearing on 
the decisions that we have to make as members of the Legislative 
Assembly of Ontario. 


Here~jwe have y ‘asemotion;d icightSratewrhesspeginn ing 7AGrniched 
suggest does preak precedents, Mr. Chairman, when other petitions 
have caused annual reports to be brougnt before this pody. I hope 
you will check this out. Here we have a motion at the very 
beginning which is going to block even the slightest investigation 
ate cthis' time? into “thisimatver vby.BthetrpjusGice: commiberes boty this 
province delegated by the Legislative Assembly to see that justice 
can be done. 


I would ask the member wno introduced this motion if he 
would not consider withdrawing it at this time, if he wants to put 
its “later; oi wedatind Qdifivoultiessni nmlisivestigabionisoposweliiave 
getting into a bind or itis’ justo) not workings.) Then the: tcould=move 
a motion of closure, but to move a motion of closure before we 
even discuss this ®issuée is; I suggest to -you;* contrary “‘tollall the 
best’) interests ots democracy Srandwnommassuging ft chatwithetopest 
interests of tne depositors and the people of this province are 
served in this trust issue. 
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Mr. Breithaupt: Once more we are faced with a massive 
potential fraud and theft in this province, and all that the 
government of the province can do is ask to be taken on faith. 


Mr. Mitchell is here, not as a private member of this 
committee, but as the parliamentary assistant to the Minister of 
Consumer and Commercial Relations. He should Know, aS much as 
anyone in this Legislature, wnat some of the problems are in the 
Operation of that ministry. They have been quoted from the 
comments which Mr. Walker made wnen ne was minister. He says, 
"We've got a special persons list." Well, let's see that list and 
the names on it and whether any of them have been involved. At 
least let's find out wnether the persons who are now involved ever 
did appear on that list. 


You are prepared, apparently, to take on faith tnat all is 
well. Even in your time in this Legislature, whicn looks like two 
Or three years for the six government back-benchers who are going 
to vote for this motion, you seem not to have learned anything 
from the one major event that has happened in your time in the 
House. That was the Astra/Re-Mor situation. It's not good enough 
to try to deal with matters like this in this kind of situation. 


Mr. Mitchell is quoted in the Globe and Mail this morning as 
Sayings = You’ can’ tidorkabl thet wunvesticgating: on /the floor ‘of’ the 
Legislature." That almost could be one of the themes that should 
bewocarved: Minto athat-mones» Last Sepiaquewron. the: rfloormnmof »cthe 
Legislature that doesn't have anything on it. In this case you 
can't do any of the investigation either in the Legislature or in 
a committee. We're looking at what iS possibly the quickest, 
largest scam that we've ever seen in Ontario. We are seeing 
problems of administration in this ministry being called into 
question. 


In Mr. Mitchell's opening comments, he referred to the fact 
that just because we had the 1979 report, it was likely that other 
Matters somewhat more current would appear. Tnat, of course, is 
the case. I believe we should look a little more closely at the 
letter which we received from the regisStrar. Let's read it into 
the record, Mr. Chairman. It*s addressed to you. 


Mr. Tnompson writes as follows: "It has come to my attention 
that the last annual report of the registrar of loan and trust 
corporations tabled in the House is for the calendar year 1979. As 
you may know, the report is prepared for the minister. AS a matter 
OL se practice wat “ras Cbeen="tablGas. In fact;= (the: draft unnumbered 
bill, circulated in 1981, proposing amendments to the Loan and 
Trust’ Corporatrons “Act; °*suggested'that “tabling ' in’) the “House be 
made a Statutory requirement. 


"TI am advised that the Speaker has indicated that standing 
order 33 reguires all reports required by statute be presented to 
the House. It 1s, therefore, with some embarrassment that I must 
advise you that the tabling of the 1980 report was not carried out 
in accordance with our normal practice. I will make arrangements 
with the minister to have this done. 


LZ 


"Phe report» (fogede@lwds earillacateicheruprincvers.« Thay bis 
regard the time required in the preparation and checking of 
numerous tables contained in the report has always resulted in 
Substantial delay in the release of the reports. 


Recent technical improvements in our word-processing 
eguipment will enable us to store much of the information reguired 
in the reports on floppy discs. This, in turn, will enable us to 
produce the annual reports in a timely manner. 


"Please accept my apologies for any inconvenience that may 
have arisen out of the present situation." 


That ends the letter and we're faced with floppy discs in 
the future, upon which all the facts and figures of Ontario will 
wiggle and waddle back and forth. We're always told about the 
progress. We're always told how things are going to be working 
just fine. We've got a new system. We've got floppy discs. We've 
got new computerized procedures. We're meeting regularly; we're 
dealing with all of these concerns. Unfortunately, nothing much 
seems to happen. 


Mr. Swart: We had red flags before. 


Mry » Breithaupt :sYes pawe: shaver reds flags. wi narthe, fishes. 256 
may just be that, having been in opposition for some years, I am a 
bit more ckeptical at times of progress than I should be if I had 
some faith. It may be that the members on the government side--as 
they begin their political careers in this place, having come from 
a variety of backgrounds and responsibilities in which they had to 
make decisions and deal with matters--have somewhat more faith in 
these matters than I do. I can assure you that having seen these 
events, having had them reported over the past dozen years in this 
province, it surely is time that we looked at the procedures 
within this ministry. 


Part.cof twhtyt+lwesuppose; as: ethat ewedves jad. tergitasorl snine 
Ministers over the last dozen years, whatever the term may be. We 
have had a number in the last five years alone, five of them. 
Ministers come and go, and it would appear most unfortunate that 
many of the problems that have occurred relate at least somewhat 
to the revolving-door approach as people have come and gone with 
the responsibility of minister. 


It's not just being responsible for one or two pieces of 
legislation, which is sometimes the case in other ministries. 
There are 70 pieces of legislation for which this minister and 
this ministry! is responsible. s:Its,isea,,massive .operation.. It’s 
considered, apparently, by the Premier (Mr. Davis) as one of the 
minor portfolios because he moves people in and out of it. That's 
an unfortunate view. It's a view which has, to a degree, led to 
the) lacks ofe-consistents«.controigatythe stopmby ayministermwhor gets 
to Know the responsibilities and is able to see things develop and 
be dealt with over a number of years. 
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I think each of the ministers that has had this portfolio 
would have had certainly the ability to do that if he nad peen 
left in that portfolio for a somewhat longer time. However, that's 
a decision the Premier makes from time to time and it's the one, 
therefore, for which he is ultimately responsible. 


10350:asm. 


When you look at the motion that is before us, we have the 
Opportunity, -ohrougn the “reference ofa report, ~to's Look - at a 
variety of procedures and practices of part of a ministry. Of 
course, the sole purpose of this reference, which my leader and I 
signed, together with 18 members of the New Democratic Party, was 
to make sure it came on as quickly aS possible and to be of 
assistance in doing what we thought was the right thing to do. 
This motion would open up a discussion of procedures, a discussion 
of that list of persons who are problem persons, a tabling of a 
list of all of the directors, present and past, of the companies 
that are under investigation; indeed, I would suggest it would 
provide a list, as well, of the lawyers and accountants who have 
acted for them over these years so that we are assured by name of 
all of the players in this particular charade. 


We are seeing evidence brought before us a tremendous loss 
Or certainly a tremendouS movement of funds, obligations and 
assets. It was clear from the meeting with Mr. Biddell that my 
leader and members of our caucus had yesterday that the only real 
money that appears to be identified in this $500 million deal is 
$152 million worth of depositors' money. AS my leader was quoted 
as saying, "No one can see any new money. NO one can see any Arab 
money. NO one can see any money from Kilderkin. NO one can see any 
money from Greymac Trust." If that is correct, then we are ina 
Situation which is going to bring severe financial strain to the 
entire banking and trust company business within this province. 


I was interested, in looking in the Report on Business in 
the Globe and Mail this morning, or perhaps it was in the first 
section, that there was, as I recall, a comment made by Mr. Gerald 
Bouey, which I thought waS a most interesting comment, one which 
deals with the need for faith in the system. The comment was that 
there has to be seen to be not only control but responsibility at 
the head of the financial operations within this province. 


We now have Bill 215 before the House. It is a bill wnich I 
am sure Mr. Biddell would have wanted the day we returned. It is a 
bill which was introduced on Monday and, as of 10:30 p.m. last 
night, we were advised that it iS going to be debated on second 
reading tomorrow afternoon and evening. Indeed, of course, it may 
well take some more time than that. That legislation is a further 
aspect of faith which government backbenchers particularly are 
going to have to consider. 


I noticed the report with respect to the views of the member 
for[ooBbranttora (Mr. Gillies), saying)® that © wiow® that he had 
information he was content that the government was doing the right 
thing. I hope that he is content because his municipality has $3 
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million or so in (Crown Trust. In..my situation Utne City ce 
Kitcnener has $1 million there. In speaking with the treaSurer, 
Mr. Bob Eby, this morning before these committee hearings, he was 
most concerned that whatever could be done to salvage and protect 
those moneys would be done promptly by the Legislature. Obviously, 
nothing can be done, even on that bill, before tomorrow, ana yet 
we have the opportunity today to spend some time dealing with 
procedures under the Loan and Trust Corporations Act. 


Those procedures, in many instances, are requirements by 
statute. You have heard the references to section 193 and the 
reguirements for directors either to advise immediately or within 
a certain period when they find out about matters with which they 
are not content on valuations or loans or other situations, to 
report back to the superintendent, or I should say, the registrar, 
to be correct. In this instance, Murray Thompson, QC, has been for 
some years, as director of the financial institutions branch of 
the ministry, both the registrar of loan and trust corporations 
and the Superintendent of insurance, so you will forgive me for 
confusing that title at that point, I am sure. 


We have now a motion that suggests that because other things 
are happening in other places, it is not appropriate to look at 
the mechanics and the procedures within the ministry. That was the 
point made at the time of Astra/Re-Mor affair and, once again, it 
was the point which was underlined, in effect, by the comments Mr. 
Walker made as minister in 1981. He said we nave procedures. He 
said we have a special list. He said we have all sorts of meetings 
and all sorts of contact, which, of course, iS what Should be the 
case. 


There must be within the ministry clearly a web of contact 
and interaction so that Matters heard by the securities 
commission, or rumours perhaps that come from an insurance 
company, Or problems which arise through an incorporation or an 
annual report of a public company, or whatever, have all filtered 
through so that we know what is going on and so that the ministry 
nas an overview of problems before they might arise. 


The problems have continued to arise. I don't know whether 
tne internal investigation which the minister proposes is going to 
be satisfactory or not. Indeed, there are matters before a variety 
of bodies and groups across this province. The Ontario Securities 
Commission is clearly interested in matters. There have been 
motions brought before the courts with respect to certain payments 
and the ownership of certain moneys which might be deposits or 
otherwise, but that has not, in effect, been as the result of any 
Criminal charges against the persons who have ownership of the 
assets of these companies at the present time. 


It was interesting to read the article Jack McArthur did in 
the Toronto Star and to follow the views he developed and see the 
conclusions shew teachedssnFirstetof hraltso he awreitesssthiss rhe 
province can force the trust company rapidly into new and less 
explosively controversial hands. That will help calm one part of 
the great financial:storm." 
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The second point is: "This would remove some of the heat on 
Ontario to tell us how, why and how widely the financial crisis 
developed and under what inadequacies of regulation and 
surveillance. For both judgements," he writes, "we need 
information. Tne province's distaste for giving it suggests two 
things. First, it could make matters even more _ politically 
embarrassing than they already are. Second, the mess may be bigger 
and more extensive than most of us think." 


Those are two very interesting conclusions. We are in very 
difficult circumstances with respect to these events and the 
GCONCErn edndszslack.OLVtrust” they ‘Nave: “brought >to" the” financial 
institubions, of. 0this= province... Every ‘trust, company, large or 
small, is going to have to justify its existence, not only to its 
Shareholders and, more particularly, to its depositors, but indeed 
to the public at large. 


When you look at a company like Crown Trust that was formed 
ites) ya VOUmsSee. What of tnink “ls the~ lith or so largest trust 
Company am Canadacy In fan’ industry whose: roots gor iback*® ‘to ‘our 
earliest days, and WiLpoOnm ‘i which “strong” sand “resourcerul “and 
successful and responsible companies have grown, we see the faith 
in that system severely damaged. 


i VOU Support JENS MoOtdon plantain: this, ofcourse ,-P he tis 
obviously the government members who would make tnis decision, 
what you are doing is saying to the people of Ontario that you do 
not want to look at this now, and you are going to leave the 
conclusion that you do not really want to look at it ever. We have 
seen a number of these matters in tne 15 years that I have been a 
member of this Legislature, and there is no one more interested 
than I am in making sure that these funds find their way back, if 
they are missing, to the people who own them. There are many of us 
who have school boards, regional municipalities or our own 
municipalities involved, some $40 million, or it could be more by 
this point, with respect to these kinds of obligations. 


What we have seen in the last few months is simply a 
reluctance to answer tne guestions that have to be asked. That 
Eeluguance sista very /aveticul tithing itor accept’ because’ *it "was 
quite clear, as the media have reported today, that the variety of 
comments and suggestions made by Mr. Biddell to my leader, Mr. 
Peterson, and the Liberal members who attended that meeting, have 
added information which could have been added by the minister, not 
only a week ago but indeed a month ago. 


As Mr. McArthur writes when he looks at the matter of faith: 
"Tt is terrifying in an industry that flourishes according to its 
ability to raise money from tne public in order to make loans and 
other: investments.” Certainly, that is going to be the result of 
the rumours of the alarms and excursions to which we nave all been 
subject. We have a clear responsibility from our involvement in 
the Legislature to ensure that the registrar of loan and trust 
corporations is doing the job that snould be done and must be done 
by statute and is providing tne kinda of overview tnat 1s prudent 
within a province this size. 
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We are not talking about a small trust company in one of the 
smaller provinces of Canada. Ontario's legislation nas always led 
the way .as far as financial institutions have been concerned. 
Several years ago we rewrote all of our securities legislation. We 
have had changes to insurance company legislation, with which I 
have had some involvement. We have had, as well, loan and trust 
corporations acts and we have reviewed nearly every aspect of the 
commercial law of this province over the last 15 years. We have 
probably the most up-to-date legislation for financial 
institutions in North America. Many of the other provinces, with 
smaller populations and with smaller staffs, have used our 
legislation virtually to copy what we have done in this province. 


We have good legislation. We have had a lot of work done to 
it. We have nad a lot of involvement, not only with the financial 
interests but with this Legislature, in bringing forward as 
up-to-date legislation as exists anywhere in North America, and 
for,..that ,» Ly thinkstewe .shouldsetake, somespcredit. Sity) snoula fbe 
pleasing, not only to the government members, but also to the 
opposition, that suggestions have peen accepted from time to time 
and that we have moved forward in a good steady pace to bring our 
legislation up to date. 


That legislation may well be up to date and look very good 
On®, paper, icbuMaikt. dss, only, ithed .finrstalstep.. bWwetphaveurarso, ithe 
obligation to ensure that the fine statutes which we put in place 
are being properly administered and the information required is 
being thoroughly and appropriately available. That really is why 
the report is here beforethis committee, namely, to look at the 
operations of the ministry, to look at the responsibilities of the 
registrar,:, too :Look. .ata the sinvestigatione.o£f » andyemechanics: «of 
operating the duties which appear in this report. 


In looking at Mr. Thompson's letter, I quite agree that when 
you look through the tables in this book you must be assured that 
every one of those figures is accurate. Of course, it takes time 
to review those figures, to deal with all the additions and the 
calculations, to make sure all. the columns match up. It does take 
time, 


Understandably, the report of the registrar might well be 
six or eight or even 10 months after the financial year end. There 
iSsnoO,» question, about .thateat.calbl. “The saccuracy musts bersthne most 
important) sthing noi fh saAnnreport’ Se Likeln th BoneeWwhlCn Bilcesm wictLore 
interest, is delayed several months, then if tnat's tne tradeoff, 
accuracy) ishthetmore kimportantin Ie don?t quarcrelawitn thatiiat caiis 


I recognize, of course, that 1980 was delayed unfortunately, 
but that was for reasons explained in Mr. Thompson's letter. It 
may. be,, .as.. a result, of computerization: and). theyt koppy j~aiscsy and 
all the other good things of our future, that these reports may be 
several months earlier in the future than they have been after the 
end, of their financial year. If that's the case, that's just fine. 
Certainly we don't want to take any work away from a machine if we 
Cannwavyoia ‘that, 
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We are looking at the mechanics of operation within the 
Ministry. I think that the reference which is pefore the House, 
and it was found to be in order, since it is a statutory report, 
is something wnich this committee snould consider. We nave the 
Opportunity to nave a variety of persons appear before us, but the 
two in whom we are most interested are clearly the minister of the 
day and also the registrar, who has been in this responsibility 
for some years. This is what we shoulda be doing as we look at how 
we can be involved in improving the situation. 


I suppose, to a degree, we are looking once again at the 
barn that is unfortunately getting rather empty. We have the 
opportunity, if not at least to lock the door, to see if we can 
repaint and repair the barn, which may make it a somewhat more 
attractive place in future. That attraction is one which certainly 
appeals to me because I believe that we can do much in ensuring 
that tne mechanics of our legislation are seriously looked at by 
those who are given the responsibility for their administration. 


There is very little that we as individual legislators can 
dado in our day-to-day work. One of the things we can do is to make 
sure, at least, that tne public servants, those wno are in charge 
of our crown corporations, our agencies, boards and commissions, 
that all of these wortny people are doing the job we have directed 
them to do. We can make sure, at least, that they are obeying 
their statutes, that they are filing their reports, that they are 
doing tne things that are supposed to be done. 


We can't sit and second-guess what they are doing. We can't 
go behind the desk _ of every one of these ‘directors or 
administrators, but we can call them to account to make sure that 
the statutes are being obeyed and that they are doing a decent and 
workmanlike job. Certainly, that is the case among the vast 
majority of the senior public service who have those 
responsibilities. 


Bue Qvaigailance efingeethvs:isinstance seise the atask?s Of<ysbhe 
legislator. Vigilance arises when you have on occasion the 
opportunity to review in depth the attitudes and the results of 
the persons who are placed in these senior responsible positions. 
I hope we will have the opportunity to look into this particular 
aspect. I think it would be something most worth while. 


The motion that appears before uS and tnat was placed 
immediately upon the calling to order of this committee is, in my 
view, a most unfortunate one. I nope that it will be reconsidered. 
I hope that we will have the opportunity of doing what we should 
do in this matter, which is to look at the operations and to make 
sure that the office of the registrar of the loan and trust 
corporations and, indeed, of the director of financial 
institutions within this province is doing the job it should be 
doing. 


Elo a is 
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Mr. Renwick: Mr. Chairman, I want to be brief. A great 
deal has been said in a rambling way about the matters that are of 
concern in reference to this committee. Let me say, first of all, 
that the report which is before us is the 1979 report. The reason 
it's the 1979 report and» not the .198l4report.is,that. the minister 
is in default under the rules of the House and has given no 
reasons to the House for that default. 


It's very clear that the minister shall present all reports 
required’ “by statute" within” st" anonths* "or tne Fetose, for ene 
reporting period unless reasons for delay are given to the House. 
It's guite obvious that the minister has ‘not seen fit to either 
table tne 1980 and 1981 reports or to give any reasons for tnat. 
We have received the apologetic letter of the registrar of loan 
and trust corporations this morning with respect to his default in 
providing the impetus to the minister to do so. 


I want to speak to the resolution which is before us. If 
this resolution is passed, it will, of course, foreclose this 
committee for this session of this parliament from dealing with 
the report of the registrar of loan and trust corporations. 


Some people may have some implication that this is a device 
which is before the committee to do something which is 
illegitimate. I want the members of the Conservative Party to 
understand that if they support this motion this morning they will 
have precluded this committee from carrying out on behalf of the 
assembly its responsibility under the statute. I want to be very 
clear about that. 


I make that point because of these reasons. Tne registrar of 
loan an@ trust “rcorporat tonsyY “sn sthey executive ;adirectorssof.sthe 
Financial institutions division of the Ministry of Consumer and 
Commercial Relations. In that capacity he is a civil servant in 
the employ of the minister. That is not the capacity in which he 
is’ before ‘us,-'or"shoula™be**before -us, Chis mormwing?s  Hee=is cue 
registrar of loan and trust corporations who is appointed and has 
a separate status by the Lieutenant Governor in Council for a 
specific purpose, to discharge the statutory responsibilities 
which are imposed on him by the statute. 


In that sense, sir, he iS not responsible to the minister, 
but “Che "Minister must’ "report ror, nim co euler Ouse. he = Lowered 
statutory srappointmenty «by [ethe .-cabinet wot. this provinee sto” be 
responsibler sorpthe” SadministratcLon,. on thes 1Loansurand SYrTrust 
Corporations Act. Tnat's the first point I want to make. 


The “second, point -\isw that..thes only eway= +Loiewhichnestais 
committee can, in fact, deal with the practices and procedures of 
the registrar of loan and trust corporations is by a reference of 
this report. The questions which are supposed to be answered in 
this report are the guestions which are uppermost in the minds of 
the public” At ythis* time’ aboutwtloane@ande=trast§ corporatrons 
generally. 
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One of the preconditions of the concern that people have is 
to finag out tne starting point of the negligent, careless and 
sloppy procedures of the registrar of loan and erust 
corporations--some people may think those words are too strong--in 
dealing witn loan and trust corporations. I want simply to say to 
you tnat for this committee to deny itself the right to hear the 
registrar state whether or not he has complied with his statutory 
Obligations about loan corporations in nis annual report would be 
to me a very serious default. 


Mr. Chairman, I want simply to refer to the provision of the 
Loan and Trust Corporations Act which deals with the annual 
report; “T°-am "going =toy read=“1troin-extenso:.with® my own particular 
version of verbal italicization in order that you understand what 
this, ‘report’ is; supposed ~to contain.’ I am going “to ask ‘you to 
consider for a moment that we have the 1981 report before us. 


Section 150 comprises four subsections. The first one Says, 
"The registrar shall prepare for the minister, from statements 
PeteGubpy, the Corporations «andirwtrom .any inspection” or-“ingquéaries 
made, an annual report, showing particulars of the business of 
each corporation as ascertained from such statements, inspection 
and inguiries, and the report shall be printed and published 
forthwith after completion." May I interpose that the annual 
report is supposed to reflect for the public the compliance by the 
registrar with his statutory obligations. Tnat is what the report 
means to me. 


Let me go.on to subsection 2: "In the report, the registrar 
Shall allow as assets only such of the investments of the several 
corporations” as are authorized by this act or by their acts of 
incorporation Or by the general acts applicable to such 
investments." That is what the report is supposed to tell us; that 
the only assetS which appear aS investments of the trust 
corporations and the loan corporations are those which are 
authorized by law. 


 Pehinke thate 1S+ "a *leghGimatée question! tor us to ‘ask: with 
respect to the period up to and including December 31, 1981, if we 
had tnose reports. Tnat would at least give us a starting point 
and a public asSurance that up to that point in time the affairs 
of loan and trust corporations were in order in this province. 
There is severe concern in the minds of members of the assembly 
andeory thetpublichthatethat is-notwso; 


Let me go on to subSection 3. "In the report, the registrar 
shall make all necessary corrections in the annual statements made 
by the corporations herein provided and is at liberty to increase 
Or diminish the assets or liabilities of the corporations to the 
true and correct amounts thereof as ascertained by him in the 
examination of tneir affairs at the head office or any branch 
thereof or otherwise." 


I interpose again, sir, that this is a statutory obligation 
which refers to the accountability of the registrar of loan and 
trust corporations to the public for the compliance with this 
Statute. Surely it is quite proper for this committee, up to 
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December 31, 1981, to be assured, and through this committee to 
assure the public, that those corrections nave been made, and, if 
there have been no corrections made, to pe satisfied that no 
corrections were necessary. 


Let) me,, dafesth cmayyg GO cOngato2s Subsection. 4s. Bc lL oitapaeate. £00 
the registrar or if he has any reason to suppose from the 
statements prepared and delivered to nim by the corporations or 
otherwise that the value placed by any corporation upon the real 
estate owned by it, or any parcel thereof, is too great, or that 
the amount secured by mortgage or hypothec upon any parcel of real 
estate, together with interest due and accrued thereon is greater 
than the value of the parcel, or that the parcel is not sufficient 
for the loan and interest, or that the value of any investments of 
the funds» of the corporation. or of its»trust; funds is less .than 
tne amount of the value of the investments snown in the pooks of 
the corporation, ne may require the corporation to secure an 
appraisement of such real estate or other security by one or more 
competent valuators or he may himself procure such appraisement at 
tne expense of the corporation, and, if it iS made to appear that 
the value of such real estate or other security held is less the 
amount at which it is carried on the pooks of the corporation or 
is not adequate security for the loan and interest, he may write 
off such real estate, loan and interest, or investment, a sum 
sufficient to reduce its book value to such amount as may fairly 
be realized therefrom, such amount in no case to exceed the 
appraised value, and may insert such reduced amount in the report." 


Now I am saying to this committee that up to December 31, 
1981, which is the last annual report that would be obligated 
under our ruleS to have been tabled in the House and to be 
available for consideration, therefore, by. Chee. HOUSe sc Or aca 
committee of the House, surely that report would allow us by 
intelligent, advised inguiries of the registrar and by responses 
of athe. registrar e-toebesmablesntoieassure:ethiss committees s the 
Legislative Assembly of Ontario and the people of the province 
that as at December 31, 1981, the affairs of the loan and trust 
corporations in this province had peen conducted in accordance 
with law and that he, the registrar, had carried out his statutory 
Obligations and was able to provide usS with that assurance. 


lin 2Z0rawm: 


Tnat seems to me to be quite simple. Tnat seems to me to be 
quite straightforward. That seems to me, Sir, to raise very 
serious questions as to whether the motion of my friend, the 
parliamentary assistant to the Minister of Consumer and Commercial 
Relations, Mr. Mitcnell, who moved this motion, iS in order before 
this committee. The reasons wnich he states that consideration of 
the report would not be in tne interests of the depositors and the 
public at this time and, therefore, such consideration snould be 
deferred are referred to in the preamble to nis motion, and they 
are as follows; 


"With the Morrison inguiry in progress and various witnesses 
Still to appear and give their evidence under oath..." and that is 
the first reason he gives. The Morrison inguiry does not deal with 


Zi 


and nas no obligation to deal with any matters prior to December 
SijPnl oss bose rat rs irrelevant” to~ tne” purposes ~ £06r.. witich - this 
report is referred to us. 


Tne second reason wnich he gives is "and with related 
Criminal investigations still in progress," and we have it, Sir, 
because I asked the Solicitor General (Mr. G. W. Taylor) in the 
assembly about the criminal investigations which may be taking 
place and he confirmed that the criminal investigations are 
related to matters subsequent to December 31, 1981. If they are 
related to matters prior to that date, you, aS chairman, have the 
Skill and ability to rule any such guestions entirely out of order 
that might in any way affect that matter. 


The 7,tnhitd €reason. fthat *he. is." givingyais; ethat is"*with «the 
ministry conducting an investigation...." Whatever investigation 
that-might™ bes*refecring’ to ; 81? donot’ know. . I ’ado not) sunderstand 
what it is. Certainly they are carrying out a review of their 
procedures and practices, which raises some guestion that perhaps 
guestions related to their procedures and practices prior to 
December 31, 1981, would be appropriate to confirm or otherwise 
Chemaccuracy7 Olirtne? TepoLre, Ot. (Ene registrar? of 4. loanevand. ‘trust 
corporations. 


Tnen he goes on to say "and since there are proceedings 
before the courts and matters to be placed before the courts and 
related proceedings before and by the Ontario Securities 
Comurssifton.... i: ‘there’ Ts “any -reterence™*in’ this Goémmitted cif 
necessary to matters subsequent to December 31, 1981, I would 
expect you, as chairman, to rule those matters out of order if you 
Saw fit to do so. You have that competence and, indeed, that 
responsibility. 


Then he goes on, "and since negotiations relating to the 
sale of the assets of Crown Trust are under active 
consideration...." What conceivable reason would that be for 
precluding this committee from dealing with the registrar's report 
up to the period ending December 31, 1981? The sale of assets of 
Crown Trust iS apparently under active consideration. There is a 
government bill before the assembly which will be debated 
tomorrow, but that is not relevant to the questions of whether or 
not there has been a discnarge by the registrar of his statutory 
responsibilities which we can only deal with through his annual 
report, and the only one we can deal with is the latest one, which 
we should have, that is, up to December 31, 1981. 


There are many areaS we all would like to get into. There 
are many areas perhaps subseguent to December 31, 1981, that we 
would be anxious to deal with. That is not what we are about. 
There are other forums and other occasions where we trust we will 
have the opportunity to find out all of the unanswered guestions. 
The unanswered guestion, however, which prompted this reference to 
this committee, seeks to find out the starting date of the 
problems within the loan and trust industry. The only way that we 
have at our disposal is to deal with the latest report of the 
registrar of loan and trust corporations, wnichn we should have 
had, up to and including the periods ending December 31, 1981. 
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At least that would clear the air in the minds of the public 
to“ thats pointe) Ine acitshort. itime Mwet will havejgthe, soc 2 repose 
because that report will be required to be laid before the 
assembly, or reasons given, before the end of June 1983. The 
registrar may want to assure us that for the year 1982, up to the 
end of 1982, everything was in order so far as he was concerned; 
or he may want to say to us that the problems arose in the latter 
half of 1982 and that everything was in order up to June 30, 1982. 
He may himself want to give the Kind of public aSurance that is 
essential. 


I want to say to my friends in the Conservative Party very 
Clearly that I have tried to articulate what the statutory report 
of the registrar is supposed to do. Everyone in this room will see 
that it is germane to a fundamental question, confidence in the 
loan and trust industry, and whether tnat confidence was warranted 
up to December 31, 1981. It is as far as we can go. I would assume 
the registrar would want to give us such further and other 
assurance as he could about that very fundamental question. 


My’ (iniends § ing thes’/PTorys «party “havesygqots. tossunderstand sthat 
this is not a disease whicn can be isolated by secrecy. It can 
Only be isolated and the disease treated by public information 
abouteit. 


I assure you, Sir, that I nave been told by my constituents 
and others who have been associated with me in the last little 
while that there iS no one, except with particular exceptional 
reason, walking around witn either $20,000 or $120,000, who wants 
to G£ind)vaisplace® to“aputssthatyethnat.qwill, itoday= walkeuntoma crust 
company in Ontario. You, sir, and the members of the Tory party 
are underestimating the need for  fortnrignt, public, clear 
guestioning and response about the state of the loan and trust 
industry to the latest date which is available to us under the 
rules, which is December 31, 1981, or such subseguent date as to 
which the registrar and the minister, if ne chooses to come, could 
give us that assurance. 


I think the public is entitled to that information. Tne rest 
of ‘thesainformation: i widie come noutsaveltheroanala sypublicy inguiscy 
forced by public opinion or in dribs and drabs from the ministry 
over time, or at some remote time down the road when we are 
engaged in what will then be a relatively academic discussion of 
the nature and Kinds of changes which we should make in the loan 
and trust industry. 


The members of the Tory party are grossly underestimating 
the impact of the activities of this government, not that they are 
wrong, Of incorrect, but, that »they can,-only be explained <to the 
public in public and that is the only way in which the public will 
ever be satisfied. 


I. ask either my friend the. parliamentary assistant to the 
Minister ot Consumer and Commercial Relations to withdraw his 
motion oOfssit.Lsi not pappropriate cor mepthisgmornning Aipucbe.. am 
sure my colleague Mel Swart would be glad to raise the question of 
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whether or not, in light of my comments and the specific reference 
which is before us, the motion of the parliamentary assistant is 
out of order. I think there are cogent and real reasons, which I 
Have. "expressed; sthat. it) iss out’ of order, anda that it is ‘totally 
inappropriate and is designed purely to block this committee, and 
through this committee the public, from obtaining the “kind of 
assurances which the annual reports up to December 31, 1981, and 
the guestioning of the registrar would allow this committee to 
provide. 


bE) ae its 


Without that tnisS committee will have failed. Once again the 
assembly will have failed. The failure, the secrecy, the magical 
mystery tour of the government in this issue will be at the seat 
of the government and, in this case, at the doorstep of the 
parliamentary assistant. 


Mr. Chairman: Thank you. Mr. Stevenson. 


Mr. Stevenson: I have a few comments and certainly some 
concerns about what has been said here this morning and the sort 
of inferences that are being drawn. I think it is very clear from 
the motion that this is only a deferment, and the reasons for it 
are guite clear. If we follow what has happened recently in the 
House, I think it safe to say there is no attempt to withhold 
information. 


Tne first report released yesterday from Woods’ Gordon 
brought out some new information on companies. I believe there was 
Green Door Investments, or something close to tnat, of which 
particular company at least not many of us nad ever heard before. 


Mr. Breithaupt: One wonders wnat 1S behind the - green 
door. 


Mr. Stevenson: Tnere was a very clear indication of 
funds that had not yet been found. 


I nave considerable confidence that these sorts of reports 
will continue to be released over the not-too-distant future and 
that the situation, through the Morrison inguiry ana the Woods 
Gordon investigation, and also the investigations py Touche Ross 
in Greymac and Seaway, will clarify a lot of the unanswered 
questions. 


I mentioned the Touche Ross report. Again, I feel that we 
are going to receive revealing information, not only on the recent 
actions of these two companies, but on some of their long-term 
activities. 


There is no question of the sensitivity of this particular 
issue, not only to the investors who are involved, but also, as 
has been mentioned, in the whole trust industry. There are a 
number of opinions on how the issue should be handled, relating to 
the sensitivity to the whole trust corporation area. Tne 
government has chosen one course of action, which it certainly 
feels is best and one which I also support. 
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LT think “it? is. nteresting.. tOs ~LOoKk ~sbadchavover wowhacie tas 
happened in the last two months and to look at what has occurred 
in the House and in the committee. It is only two months ago that 
the Consumer and Commercial Relations estimates were in front of 
the general government committee. They had been moved from this 
one because of hnearings on another bill. 


If we look at the situation that has occurred in the House, 
on November 16, 19 and 23, Mr. Peterson started asking questions 
about the involvement of Seaway, Greymac and Crown in the Cadillac 
Fairview deals. On November 17, in the general government 
committee, time was spent on the Cadillac Fairview transaction, 
but essentially all the time in that committee related to the rent 
controls aspect of the issue. Although there were a few questions 
about the trust company involvement, they took up a rather small 
percentage of the time. 


The:+key point, Iwwantueto, mentions inv Shisisissue isasethaenion 
November 24, almost two months ago to the day, Mr. Murray 
Thompson, who is the registrar of the Loan and Trust Corporations 
Act, was in front of that committee. The committee questioned him 
ands.the .minister, -£for .one,sand .cannabre Shours s0u GyOtasas total FOL 2 
hours for the estimates of that particular ministry. 


Mri. Breltnhaupt:, What are you Interring Erom thar? 


Mose Stevenson: pderthinkoslatam cornect. im Sayingagthaeecoue 
three trust companies in question were never mentioned in the 
questioning on that particular day. 


Misr Boelthauptes,] emnust s really #Ob7eCu euO Ft swek nos. Oo. 
comment because (inaudible) which this ministry requires. 


Mr. Chairman: iG: you want a point of order, Mrs 
Breithaupt-- 


Mr. Breithaupt: It's outside (inaudible) that time, as 
you well know, and as a result there is only a certain amount of 
time-- 


Mr... \Cha@irmans, Mrs, Breithaupty ,.are syOus gGOUng. 200. <a 5 DOLE 
of order? 


MrseBreithaupt: Yes;uitis<a,point or order. 
Mr. Chairman: Please spell it out exactly. 


Mr. Breithaupt: I believe that the member 1s 
inadvertently misleading the committee to advise us that because 
the: time 91S), divideds.vinj q asndministryay thatyepes £0 mppaecess: oF 
legislation, there is apparently some lack of interest in any one 
area. Clearly, every area cannot be discussed in that ministry, as 
he should well know, in the time that's available. That's why we 
cry Porsnare tt shar ly, 
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Mr. Stevenson: Yes, I° think it's safe to say that time 
does have to be divided between the votes, but I am also very 
aware of what goes on in tnese estimates and that there usually is 
very good agreement among the parties on how time is going to be 
divided. If there happens to be a particularly key area in a 
Ministry, 2 Ny ad certainly happens very frequently that a 
‘disproportionate amount of time is spent on a particular issue or 
a Parcticusar act thac* 1S-UNdGEE= the Control tofTthateministry. 


I think, without making any sort of inferences here at all, 
quite clearly this is an area in this ministry that has received 
some considerable attention over the last two or three years. 
Certainly on November 24 it was clear tnat there was an 
involvement of these three trust companies in this particular 
aent. IF nave noc. -checkea’ Bdnsaray!"*bue Ysethink decane find a 
Situation in Hansard where a member of this Legislature has stated 
that he has known for some months of reports of questionable 
decisions being made by at least one of these trust companies in 
mortgage agreements. 


Here we have a Situation where today we have this particular 
reportPin . PEONEROL JUS sco IT tewasicknown, <orscertainly:-could; have been 
Known, On November 24 that these reports had not been filed. There 
certainly could have been questions raised at that particular time 
about the involvement of these companies in this particular area 
and most certainly there could have been guestions raised at that 
time about the activities of these particular companies and 
centainlys the activities of the registrar in controlling ~ the 
actions of trust companies in general when the issue of the 
Cadillac Fairview deal was very prominent in our minds at that 
time. 


Me ae UibnonairanSO.t Ss. alleour fault. 

Mr. Stevenson: I'm not saying it's anybody's fault. 

Mr. Breithaupt: --million dollars in until a month later. 

Mr. Stevenson: I'm saying that we nave certainly had the 
Opportupitys toedeal with it. Quite clearly,..i. think it's safe to 
say that as members of this Legislature this is not-- 

Mr.» Swart: Point of order. 


Mr ,.Chairmans. Pointlofbcorder,,-Mrw, bwars. 


Mr. ‘Swart: I'm Sure the member who iS making’ these 
accusations-- 


Mr. Stevenson: I'm not making any accusations. 
Interjection: Yes, you are. 
Mr. Swart: --must recognize that in the estimates we 


moved a motion to move Cadillac, under the tenancy commission, to 
the first--and you will recall this, Mr. Chairman--to- the 
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beginning so we could spend time on that. We did spend substantial 
time on the matter of Cadillac Fairview. The whole issue of the 
trust companies then had not become public knowledge and there was 
no disclosure on the part of the government at that time, whether 
they knew it or not, about the difficulty of the trust companies. 


Your remarks are irrelevant. 


Mr. Stevenson: There were questions in the House more 
than a week prior to the time that Murray Thompson appeared in 
front of that committee. I am not accusing anybody of anything. I 
have not made accusations. I am simply stating the times at which 
these things occurred and what occurred in the House and in these 
committees. 


If someone iS very sensitive of what they think now they 
maybe should have done at that time, that's their problem, not 
Mine. I am just simply stating that we had an opportunity as 
members of this Legislature to deal with the annual reports from 
the registrar” of°* loan’ dnd ‘trust’ corporationsitageve pahadke-an 
opportunity to question Mr. Thompson and the minister very 
thoroughly “on © the *‘operations: “of Mthatiwsection’ yorsveniswministry. 
Quite clearly, and anyone can go back and check Hansard, no one 
cared to do it, from any of the three parties. 


11240" asm. 


Mr. Breithaupt: Nothing has happened in two months to 
change that? 


Mr. Cunningham: Tnis is worth framing. 

Mr. Swart: You would probably have blocked it then, too. 
Mr. Chairman: Order. 

Mr. Rae: --put the same question (inaudible) inguiry? 


Mr. Stevenson: If there is a coverup here, it's obvious 
who is negligent and who is trying to make the coverup. 


Mr. Chairman: Order, we have been nice and orderly this 
morning. Can we still keep it that way right through the whole 
morning? 

Mr. Breitnhaupt: We are being provoked. 

Mr. Brandt: We were, as well. We sat quietly during the 
various comments of the members of the opposition. I think the 
same courtesy should be extended. 

Mowe 'Chavrran:*Tharrsteorrecte. 

Interjection: Sweeping it under the rug. 

Mr ze-Stevensonsi9ad #sityshere .ctddawe"andom ganderstand athe 


interest of all members in the depositors in these three companies 
and indeed in the depositors in all) trust companies. Quite 
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Clearly, there are certain other ideas in some people's minds. I 
understand the frustration of the opposition when they are trying 
to find some carelessness and negligence and up to this point 
haven't been able to find any. 


Mr. Renwick: It's there; it's happening. 
Mr. Cunningham: Where have you been? 


Mr. Stevenson: Tit sure io Ss frustrating for the 
opposition. 


Mr. Renwick: There's no guestion there is negligence. 
Mr. Cunningham: Tne Ombudsman found it. 


Mr. Chairman: Order. You gentlemen have a chance, there 
are others coming on, to reply to Mr. Stevenson. Would you please 
let him have his say. 


Mr. Cunningham: The receiver found it. 


Mr. Stevenson: ym sure Pets Frustrating for the 
opposition to see a government move in a decisive and professional 
manner and in a very well-planned manner. I think part of the 
activities at this time relates not only to their concern about 
what iS going on in the ministry but also to the frustrations of 
not being able to find the red, blue or pink herrings they are 
looking for. 


Mr. Cunningham: What colour is Mr. Clement? 


ME. .cCOnWay: —~‘Mr.” Chairman, ° rt "Sa “pleasure for”~*me to 
follow the rather eloguent and, I thought, timely and on the mark 
interventions of my colleagues the members for Kitchener (Mr. 
Breithaupt) and Riverdale (Mr. Renwick). 


I have before me both the reference of January 21, 1983, 
pursuant to standing order 33, and the motion standing in the name 
Lougay. Of ne menber for *Carleton (Mr-> Mitchell). I want to” say at 
the outset that ome is with some genuine Surprise and 
disappointment that I sit here thisS morning, aS a substituting 
member on this justice committee, to see tne government action in 
this extremely sensitive and very important matter being led by 
the member for Carleton who, as my friend from Kitchener pointed 
out and as has been commented upon by others, is the parliamentary 
assistant to the minister involved in some, for me, key ana 
central respects--that we have a motion, the practical effect of 
which is to gag this Legislature in the here and now on this 
matter of urgent and pressing necessity; that we have a motion 
placed to this committee by someone of the ministry is 
extraordinary. It's something from a parliamentary point of view 
that I think should outrage all members of this House. 


The member for Carleton, whatever else he may be, is in this 
particular respect of the ministry. That for me, aS a member of 
this assembly, makes him a very different actor in this piece. 
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I personally object in a very strenuous and parliamentary 
way to a person of the ministry, the parliamentary assistant to 
the ministry and the minister under question in this respect, 
coming before a committee of this assembly with a resolution that 
seeks, “in-fact, to Shut down,an inquiry, into, the,operarion OL. char 
ministry. 


I would have expected, and I would have hoped, thnat if the 
parliamentary assistant to the Minister of Consumer and Commercial 
Relations deemed it wise and necessary for hisS being here today, 
it would have been to enlighten this committee and, through this 
committee the people of Ontario, about many of the central issues 
which concern us all. 


I would have expected, and very much appreciated, the member 
for Carleton, the parliamentary assistant to the minister under 
review in this instance, to have come to this committee to 
enlighten us, and not to have presented us with a resolution which 
stands more in the name of partisan obscurantism to shut down the 
ingquiry,!:to keepwouttithe light PofespublicquscrttinymrOrssand from 
something that materially affects all of this assembly and, of 
course, the entirety of the province. 


I want to say to my colleague the honourable member for 
Carleton that he ought not to underestimate the measure of my 
personal disappointment that he has, in my humble estimation, so 
violated my appreciation of the best tenets in the British 
parliamentary tradition. I would submit that any Legislature worth 
its salt would not tolerate tnis resolution for one moment, 
standing, as it does, in the name of the parliamentary assistant. 


I want to indicate that I have not had the experience that 
other .members have had, and I cite particularly my friend from 
Wentworth North and my friend from Welland-Thorold, who have had a 
far more in-depth involvement with the activities of this 
Legislature through, I believe in most cases, tnis committee with 
this. entire business .of the loan and trust .corporations field. 
However, I sat yesterday afternoon in the office of the Leader of 
the Opposition and I listened very carefully for something in the 
order of,.60.minutes, to.Mr. Jack Biddell,. who.1s acting in ia .very 
senior capacity in. this respect. I know the public press today is 
full of a number of revelations that developed as a result of that 
encounter and as a result of what was introduced py the Minister 
of Consumer and Commercial Relations in the House yesterday 
afternoon. 


I want to tell you, Mr. Chairman, and through you the people 
of Ontario, that what I heard from Mr. Jack Biddell yesterday 
deepened my suspicion and heightened my anger. It is, of course, 
that concern that brings me here today in my capacity aS a member 
of this assembly, representing hundreds of people in the Ottawa 
Valley wno find themselves very much disadvantaged as a result of 
this latestechapteriwin, tag longyngiuriag -emagic “history ~ofy many 
chapters! In respect sof «thisyseparticulany-.area, ofs oun .~.provincial 
JUFALSATCELON. 
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I might be prepared to be a lot more tolerant of the 
intervention of the member for Durham-York (Mr. Stevenson) if I 
did not know that the book we are here to survey today iS a book 
of so many chapters--and I am going to talk very briefly about 
some of those chapters and some of that sordid and sad history, 
all of which has developed in the latter half of the great Tory 
hegemony in this province. 


I look across the way today and I see six members of the 
government of the day, and I am struck by their makeup; I am 
Strick Spy * notarsGemuch who 1s> here obutyowno’ «LS tinrothere.2cr am 
Struck ; for example, pl a= el all St a George Kerr, the member for 
Burlington South, is not here. I am struck, for example, by the 
fact that Mr. Jonn Lane, the member for Algoma-Manitoulin, is not 
here. I am struck by the fact that Mr. Bob Eaton, the member for 
Middlesex, is not here. Not one member of this assembly currently 
sitting of the government caucuS who served prior to the 1981 
election in this whole matter of the loan and trust company matter 
is here. 


Mr. Renwick: Don't forget James Taylor. 
wii3U Gaeits 

Mr. Conway: The member for Riverdale points out thnat the 
former Minister of Energy, the current member ror .reeince 
Edward-Lennox, who also had some participation, is not here. 

Mr. Stevenson: On a point of order, Mr. Chairman. 

Mr. Chairman: Point of order, Mr. Stevenson. 

Mr. Stevenson: I would like to make it very clear that 
these are the regular members of this committee that have been on 
this committee since last spring. There are no substitutions. 

Mr. Rae: It's nice to see you all here. 

Interjections. 

Mr. Stevenson: I'm not really sure what he is trying to 
infer, but guite clearly there were a great group of new members 
elected in the Tory party in 198l. 

Mr. Watson: On a point of privilege, Mr. Chairman. 


Mr. Chairman: Mr. Watson, point of privilege. 


Mr Watsons I'm sure the honourable member would not 
want to overlook the fact that I have come through two elections. 


Mr. Conway: What you have come through I do not wish to 
discuss publicly. 


Mr. Watson: You inferred that everybody here was elected 
in 1981 for the first time, and that is not true. 
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MriooChaismans odseadtustw Say rerMrc se Watsen;,. a4 thinks shentdid 
have an addendum at the end of his sentence referring to those 
members having previously been in this field. 


Mrey <Conwavicts .bayappreciate | that). Mrs. Ghai pitch t jon Canker 
owe tne honourable members of the Conservative caucus a little 
further explanation. 


Mr. Piché: Or an apology. 


Mr. -Conway.s.n Ibn thinkande’ens -eemportcants se corasme to sipalntase 
little more of the landscape of this sordid situation. I note with 
some interest the absence of the member for Burlington South 
(Mr.Kerr), the former Solicitor General, from these hearings 
because I note with particular interest what he said to the 
Hamilton Spectator in the heat of the day. 


Let me quote the honourable member for Burlington South 
from the. Hamilton, Spectator, of iMarch,4,5-L981l,<réberming Aton this 
whole business: "'You haven't nad so many people within the 
ministry admitting some mistakes,' the Burlington South MLA said. 
‘The government obviously has to look at its laws so that similar 
Situations will never happen again, and it has to do a lot of 
housecleaning in the. Ministrysacos Consumer and Commercial 
Relations. The government also has to create some type of new 
apparatus to compensate people when Similar situations do happen,' 
he said. 'For that reason, the justice committee should be allowed 
to finish its work and make a proper report after the election,' 
said Mrigkerme 


I nave a lot of respect for the member for Burlington South 
who sat through the trial that was the experience for those 
members in that area witn the Astra/Re-Mor affair. I think about 
other members who were here and played a far more influential role 
than I. My good friend and former colleague, the former member for 
Lincoln, Mr.«oHally,. Satmethnoeugn ,many» Longesdays: ;anedaenuary. TIS 
trying to sort out the situation that so negatively impacted on 
many of the people he represented. He iS not here today, nor is 
the former member for Hamilton Centre, Mr. Davison, who played a 
part in that, because, of course, we were all Swept away into the 
great electoral happening of February and March 1981, an election 
which, as has been indicated earlier by members opposite, brought 
a substantial number of new members here today. 


I hope they came to this committee today mindful of the 
commitment that brought them here to keep the promise. I nope 
there is someone across this way today who is prepared to keep the 
promise, presumably made in good faith, made by the member for 
Burphingtons.Southssthatsrdayiesines Marches | Golo s Jeavthink, thabtécesan 
important matter to put on the record. 


I was struck the other day by a piece that appeared under 
the byline,» of) Joan Walters «from |.Canadian s-Press.arinvyramm aenen 
lengthy. article,..Ms.,;Wabters ~sset oUt  indesratheGas leebboucne; 
delicates detalle, the yhastony., Ofe-tieestinancialy iansmitutions: sin 
Ontario since 1964. ses know »ithess good, doctor ,4. theanmenber; accor 
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Durham-York (Mr. Stevenson), will want to know and will want to 
hasten home to tell the people of his region that under the very 
capable stewardship of William Davis and John Robarts before him 
and under the capable stewardship of Leslie Rowntree and Gordon 
Walker and now Dr. Robert Elgie thousands of people in this 
province have lost at least $150 million in the five principal 
scams which were, for his edification, the Prudential Financial 
Corp., British Mortgage and Trust, Atlantic Acceptance Corp., the 
Argosy Financial Group and, of course, the famous Astra/Re-Mor 
matter. 


Mr. Cunningham: And Co-operative Healtn Services of 
Ontario. 


Mr. Conway:My friend from Wentworth North indicates a 
Slsenss lu,WliLleeonorPibotner. "the wood ~ doctor, -the* *member”’ for 
Durham-York, about a local scam that has left hundreds of people 
in the Ottawa Valley in a situation of naving been ripped off ina 
Way, suteteedoes Mots In ouLs part, of the “world, “inspire “great 
confidence in what the regulatory arm of thiS ministry has been 
doing. 


I can Share one little personal experience about’ the 
regulatory arm of this ministry. It was about a year ago that I 
was invited to sit on on a hearing which affected the regulation 
of the ministry, particularly the regulation of the Liguor Licence 
PearasOLnontareaoy Nottito make too muchi of tthat, air. »Chairman, »7 
just want to indicate, because some of the members opposite mignt 
not have been here to participate in that lovely little episode, 
that we were treated to the happy spectacle of a minister of the 
crown--at the time, I think it was the member for Scarborough 
Centre, Me. | Prank Drea, as” they minister-°responsibie*' for’ that 
particular agency. Worried about some of the carrying on, he 
Organized and dispatched a ministerial investigator to the liquor 
licence board to see that all was well, only to have tne agency 
under review by the ministry fire the investigator that was sent 
to clean up the Situation. It was very much tne sort of experience 
that creates endless confidence in those of uS who are not 
particularly involved with tne regulatory capacity of the Ministry 
of Consumer and Commercial Relations: 


The member for Durnam-York, as does the parliamentary 
assistant, invites members opposite to be less hurried, to be more 
careful, more prudent, to await the X number of inguiries that are 
Currently underway. One wonders what these current inguiries can 
tell us, guite frankly, tnat the nost of proceeding inquiries has 
not already writ large in the annals of Ontario's royal commission 
H@SGOC Y.. 


Tne 1965 royal commission concluded, for example, tnat the 
Ontario government failed to protect itself and its citizenry 
against "criminal ingenuity." I will tell you, as [I listened to 
Mr. Jack Biddell yesterday, I kept thinking about what had changed 
in tne intervening 18 years. 


Mr. Breithaupt: We have floppy discs now. 
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Mr... «Conways. We; haves.filoppy. mdiscsitand,. £,.telhr vou, cror 
the edification of members opposite, we nave the stated 
commitments of previous ministers, and I think particularly of Mr. 
Gordon Walker, that these things would not happen again because 
new systems along the lines of the description given by my friend 
from Wentworth North were now in place. That was two years ago. 
Did we err, I ask my friends from Sarnia (Mr. Brandt), Parry Sound 
(Mr. Eves), Cocnrane North (Mr. Piché), Durham-YOrK (ME 
Stevenson) and the parliamentary assistant and, yes, the member 
for Chatham-Kent (Mr. Watson)? Was our big mistake trusting you 
and Gordon Walker two years ago? IS tnat the situation that now 
explains our dilemma? Is that the mistake we made? 


We believed wnen we snould have been a lot more sceptical. 
We should never have accepted, if this iS what you are suggesting, 
the encouragement and the statements of the then minister that 
this was all cleaned up and would not happen again and, I might 
add, happened again with some of the principals of the previous 
fiasco showing up, however parenthetically, in this case. I must 
tell you ithat: it’ ‘doeSianot'twarme the  heartsSeacr ethe tpeople ve 
represent in the Ottawa valley to see a former minister of the 
Crown;,o nacptormern/ minister ofeetfinancial jinstptutionss7 ata = itiormer 
Attorney General, Swimming around in this cesspool of trust and 
loan scams. 


Lb 2etroon 


There may be a very good explanation which the parliamentary 
assistant, acting in hiS ministerial capacity, would want to share 
With) us) cand othe,.seople.or Ontario, .bUt ie aWwane COsiteLi Ss VOU; el nea 
business that turns, aS the member for Riverdale (Mr. Renwick) 
Said so well and so succinctly, on public confidence and on public 
trust, to see a former Attorney General, the former minister of 
financial institutions, acting in some peculiar capacity in these 
Matters does very little indeed to encourage public confidence in 
the loan and trust business in this province. 


Asn, .8aid, eo, Pts .was:vintesesting J50 hrlookerat (ther Watters: 
article which reviewed the history that has brougnt us to this 
particular point in time. It was interesting to read, for example, 
her comment, that» ;Britism: Mortgage, was *smescued)) just, short \-of 
failure by amalgamation with Victoria and Grey Trust, quoting the 
royal commission, "but on terms which left its snareholders 
impoverished." Does some of that sound familiar? Is there a sense 
of déja vu perhaps for the victims of the current seizures at 
Crown, Greymac and Seaway? It is as though the royal commission 
report, written 18 years ago, could nave been written two days 
ago. The phrases are almost transferrable. The criminal ingenuity 
spoken of sounds as if it might just be applicable if one were to 
credit any of what Mr. Biddell was saying or leaving by virtue of 
implication. 


I was very much impressed to see in the CP story an unnamed 
aide to the current minister saying: "When you add it all up, the 
institutions"--meaning the financial institutions that have to be 
looked at and regulated--"our record has been pretty good." Well, 
that may be tne view of the people whose responsibility it is to 
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protect us, but I nave to tell you that an awful lot of people, 
and many of them whom I have never met before and some of whom I 
Know are active Supporters of the party opposite, are not feeling 
very confident about your stewardship. 


In fact, there is an anger rising in the community about 
just how many of these scams we have to have before there is some 
action of a meaningful and comprehensive kind. Tne member for 
Riverdale (Mr. Renwick), as did the Leader of the Opposition (Mr. 
Peterson) a few days ago, pointed out very specific and positive 
duties that devolve to the minister and, through the minister, to 
the registrar of the loan and trust corporation section tnat have 
clearly not been adhered to or lived up to or fully discharged. 


As I say, if it were against some kind of tabula rasa, some 
kind of white sheet of innocence, that all of this was happening, 
I might be prepared to give the member for Durham-Yyork (Mr. 
Stevenson) some latitude. But, guite frankly, I wonder sometimes 
why the people of this province are not out stoning the ministry 
and its political supporters for the kind of maladministration, 
for what seems to many of uS aS a breach of faith and a breach of 
trust. 


I cannot say it more eloguently than did the former 
Solicitor General in Marcn 1981. We all know that there is one 
hell of a lot more. We nave Known it for some time, and what are 
we told here this morning from the parliamentary assistant to the 
MAUISTry: -under,. “thisayverye closer and “careful, ) scrttiny?’ Well, 
parliament really ought not to have a look. Not a word must be 
spoken. I want to put it again in terms of the parliamentary world 
in which we find ourselves. On December 21 or 22 we were told by 
the Premier (Mr. Davis) himself, who, I note, these days seems to 
be somewhat jocular about some of these things in the House, that 
we needed these exceptional amendments to the relevant legislation 
that gives this government the right to take over. 


Mr. Breitnhaupt: We could nardly have asked questions on 
that in November, could we? 


Mr. Conway: Precisely. One wonders how itis ¥7that 
members opposite ever expected that we would have anticipated that 
kind of Draconian reguirement on the basis of what was in the 
public domain. We were asked to buy, literally, a pig in a poke, 
and we acceded, perhaps in retrospect too guickly and perhaps 
without sufficient scrutiny. 


It has angered me personally in recent days to have our 
noses literally rubbed in it by certain members of the executive 
council opposite our seats in tne House for having been _ so 
agreeable on that occasion. 


Mr. Brandt: You were complimented. Tnat is not taken in 
context. 


Mr. Conway: I shall take you to some references tnat are 
decidedly less than complimentary in that respect. 


Mr. Brandt: Both parties were complimentea by the 
minister, you Know that. 
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Then, on the night of January 7, we had the seizure. Quite 
frankly, most of us expectea once the legislation was passed that 
itomwoudd:abe* acted o upon. \fhat. + isas quite \ta.eremarkables, set Mor 
circumstances. Tnen a few days ago, I guess on Monday of this 
week, we had tne truly exceptional piece of legislation, Bill 215, 
An Act respcting the Crown Trust Co. 


Again we are asked to buy a pig in a poke. Again we are 
asked to take the minister at nis word. Again we are asked, as 
even the government member spoken of by the member for Kitchener 
earlier in his remarks said, to act in blind faith--indeed, yet 
again, so are the people of this province. 


We are expected to take on blind faith the advice and good 
counsel of people who have screwed us repeatedly in this respect, 
people who by virtue of their dereliction and maladministration 
have not got, in my humple estimation, a very large reservoir of 
goodwill on which to operate and function. 


Interjection. 


Mr. Conway: Of course, there can be abpsolutely no doubt 
of the fact that we are, with respect to Bill 215, between a rock 
and a hard place. 


There has been a lot said in recent days about, "Well, maybe 
we Should not worry because ultimately there is the insurance of 
the Canada Deposit. Insurance Corp.“ One of the interesting 
exchanges I happened to have with Mr. Biddell yesterday confirmed 
in my mind that if there iS a substantial draw-down on CDIC, it 
probably is going to mean that we all pay, that the treasury of 
the Dominion of Canada will be forced to ante up for the kind of 
maladministration that has been effected and that has been pointed 
to, .inlathis#igurisdiets onveytorsi al ovedethesesnmanye vests. Tey ba OE 
specifically about these many years, starting at least with 1964 
and 1965. 


I do not take any particular solace ina global sense about 
what, jkinds of; :protectionyjthe iCDICy isharltimately ngoings tog .ofter 
because I have a feeling that we are all going to pay if a major 
draw-down on those reserves is reguired. 


As has been commented upon here today, it seems like a 
relatively small item perhaps, but the letter from the registrar 
dated January 26, iS just yet another indication, at this late 
date, about how apparently confused and inept that operation 
appears. 

I am really left somewnat-- 

Mr. Swart: Speecnless? 


Interjections. 


Mr. Conway: Yes, I am left somewhat speechless by the 
whole business to which this letter speaks. 
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Let me just say that I understand that today the Financial 
Post will “appear on ‘the streets of this province with a report 
that on October 29. the. registrar .of loan and. trust corporations 
changed the licensing of Greymac Trust from a montnly to an annual 
StatusS--that on October 29. 


Mr. Breithaupt: It is our fault because we did not ask 
questions. 


Mr.- Conway: I suppose that iS going to be associated 
With our -dadii ficulties, 


Can you imagine? There may be substantially more to that 
story before it is completed. One wonders, however, what 
particular information was the registrar in possession of on 
October 29 that he would make such a change in the provisions of 
thessaticensing? “or siohe «(of the” ‘principals’ Yin © this» particular 
situation. 


pool co si. 


It reminds one, back some years ago, of the licensing of 
Re-Mor, that Ontario licensed Re-Mor Investments aS a provincial 
mortgage broker some 13 days after the Ontario Supreme Court 
oroered ~anntalr irritated "LirmPpeCerandM*? Financial “Consultants Ltd.., 
into receivership. Just days after an indication that there is 
serious trouble, we nave the regulator going forward in a positive 
fasnion, and one certainly wonders why. 


There are a number of questions that deserve the immediate 
attention of this assembly. I particularly liked the time line the 
member for Riverdale focused on. The questions I want to have 
answered are tne guestions specifically relating to tne conduct of 
the minister or the ministers, but probably we are talking about 
just one minister in the period involved, during 1980-8l. 


What was the nature of their conduct? I want to Know 
specifically what was the conduct of the regulators. I want to 
Know who is over there, how qualified they are, what specifically 
they are doing. I want to Know what they think about any 
legislative or regulatory deficiencies that might encumber them or 
that have encumbered them. 


I think these are perfectly valid questions. Along with 
trying to satisfy the very legitimate concerns set before the 
public in March 1981 by no less a person than a former Solicitor 
Generals: sof ‘thie ‘province, thes, public has-"a “rights ta. Know 
specifically of what undertakings and what initiatives nave been 
followed through as a result of commitments made by ministers of 
tne crown in the last round of difficulty in this whole area. 


I do not think that is in any way an untoward business for 
this assembly. I cannot believe tnat the member for Sarnia (Mr. 
Brandt), for example, would not want to satisfy himself anda the 
tnousands of people he represents that the government waS aS good 
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as Gordon Walker's word and that new systems were put in place. I 
don't see any fear, I see less harm, in taking this legislative 
committee into that very important area of its legitimate 
responsibility. 


So I have to tnink, upon reflection, tnat the parliamentary 
assistant will want to°\withdraw —his motion or, failing that, he 
will want: to see tos it that sufficient members .of.-his group 
withdraw elsewhere to allow this particular interest and concern 
of the committee members to proceed. 


I say in conclusion that I believe we have to satisfy the 
people of “Ontario “that? there rsy'some trust Lett in) their truse 
business, that there is a sufficiently well organized and properly 
directed regulator to instill some confidence in tneir future 
depositing aiWithtathisayparticutar, ‘sectoma, Tiwi) thisae Leqisctatuce 
tnrough this committee does not proceed in an orderly fashion to 
Satisfy that public interest, an extremely legitimate and very 
important one, I think this assembly will have failed in one of 
the most important discharges of its parliamentary function. 


Mr. Rae: I really think that the question has to be 
focused and the government members have to understand the nature 
of our objections to the «motion ‘Mr.aMitehell-has -put /before .us Vit 
goes back to perhaps the oldest guestion in democracy, one of the 
Latin tags which iS worth remembering. "Who will guard the 
guardians?" is the central question we are asking to be dealt with 
by this committee with respect to the work of the registrar and 
the work of the ministry. 


In all the statements that have been made here by Mr. 
Mitchell when he says "...withn the Morrison inguiry in progress 
and various witnesses still to appear and give their evidence 
under “oath. “theresa is  snothingm:tol tdowwmwtlth Withesvreonduct, solesahe 
minister ,yinothing®= "tol <do “withthe firegistrar ti mTherey Wsesenothing mat 
all to do with that. "...and with related criminal investigations 
still in progress..." We can only assume that they are not talking 
about’ charging’ Mr. “fhompson “orrichargingivDr. tUMigiesaw Theyw are 
talking about charging somebody else, so that doesn't include the 
ministry. * “248 with thes minis tryeiconaducting™ an sinvestigacione. ac 
Into what? Into itself? 


",.eand since there are proceedings before the courts and 
Matters expected to be placed before the courts"--that has nothing 
to do witn tne work of the registrar; nothing to do with the work 
of the ministry--"and related proceedings before and by the 
Ontarlo Securities: Commission. eAgain,) that, nas nothing..to'do with 
the registrar ,;with respect to the reports.that we are going to be 
asking) questions) about.) " ~.iandysineés negotiationsy~ relating, to sthe 
sale ot the assets of Crown Trust are under active 
consideration..." Again, that has nothing to do with tne specifics 
of the- report 'that*is “before us and with the reports that we 
expect to have before us. 


There iS a question that remains unanswerea ana a problem 
that remains unaddressed anywhere in the whole set of inguiries 
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that has been set under way by the minister. In all the 
discussions that have been set under way and mentioned by Mr. 
Mitchell, there 1S no mention, there iS no consideration of the 
central *question=-at'" least ra "céntral- question ,® “that is! to -say, 
wnen did the registrar Know what he Knew, when did the ministry 
Know what they Knew and what did they do about it? Why didn't they 
ago more about it and why has it taken tnis long for the public to 
be receiving the modicum of protection that it is now receiving 
from this government? 


In addition to the references tnat have been made py Mr. 
Renwick to section 150, I want to refer the committee to other 
sections of the Loan and Trust Corporations Act which confer a 
particular duty, a special responsibility upon the minister and 
upon the registrar. 


I think we are at least entitled to say that if you look at 
Subsection 150(4) and recognize that the problem of valuation is 
Supposed to be addressea directly by the registrar, we are at 
least entitled to ask whether at any other time prior to the 
publicity surrounding these events, tne registrar was concerned at 
all about the valuation of any mortgage or the valuation of any 
property which was the subject of a mortgage that was held by a 
trust corporation, or any of the trust corporations that have been 
involved in this particular transaction, or other trust 
corporations. 


Look at tne particular responsipilities that are laid before 
the registrar. I guote section 154, for example: "The 
registrar"--personally--"Shall visit or cause a duly qualified 
member of his staff to visit at least annually the head office of 
each registered corporation and he snall inspect and examine the 
Statements of the conditions and affairs of each corporation and 
make such inguiries as are necessary to ascertain its condition 
and ability to provide for the payment of its liabilities as an 
wnen they become due, and whether it nas complied with this act 
and tne regiStrar shall report thereon to the minister as to all 
matters requiring his attention and his decision." 


I should like to be able to cross-examine the registrar, and 
I think we should be entitled to cross-examine the registrar and 
simply ask him who it is from his staff who went in to see the 
books at Seaway; who is it on his staff who went in to see the 
books at Greymac; what questions did they ask and were they 
Satisfied at all times that with every single mortgage and with 
every Single asset that they examined, that the valuation witn 
respect to those assets and the valuation with respect to those 
mortgages was entirely proper, was entirely such as to satisfy 
their confidence and to satisfy their very strict statutory duty 
which is laid down by this statute? 


I tnink we are entitled to an answer to that question. If, 
as the minister has suggested in his published remarks, tne 
problem of valuation is central to this whole guestion; if, as we 
know, the problem of valuation is central to the problems that are 
affecting Crown Trust, and Woods Gordon told us that; and if, as 
we Know from the statement of the minister, that tne problem of 
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valuation of property is central to the state of health of Greymac 
and Seaway, Surely we are entitled to an answer to the question: 
"Were you concerned about value at any time prior to 1982, and if 
so when? Wnat reports did you file with the minister? Which floppy 
discs did you have to deal with this proplem? Which red flags did 
you have with this problem and how did you respond to the problem? 


Surely members of this legisiature are entitled to ask those 
guestionss There’ is ‘no "inguiry = -under© way Ttommanswer ~ithose 
questions. Mr. Morrison is not asking those guestions. There is no 
evidence to suggest that Mr. Morrison is cross-examining witnesses 
from the ministry, or ‘that’ any criminal investigations are under 
way with respect to the ministry, or that the Ontario Securities 
Commission iS examining and questioning the ministry with respect 
to these reports. 


I tnink we are entitled to Know now Seaway Trust grew from a 
tiny: lLittve).company--imethisy report. datedyel9 79). Ley nadetes ;toval 
income of $446,000 and total expenses of $459,000, leading to a 
loss of $13,594--to a company which now allegedly has assets of 
over $300 million. Mr. Markle, the owner of the numbered company 
which is the owner of tne vast majority of shares of Seaway, was 
able to declare for nimself a dividend of over $1 million in 1982. 


Lookiethscough! theéjo (odin 4 ,and?’ Trust esGosporations QAc teuvery 
carefully, and look at the statutory responsibilities of. the 
registrar. Look also at the minister's own statement on December 
21, when he went into his long soliloguy on the problems of value 
and valuation. 


On “the»> basistJo£ (that), andyvonythe) basis O£4 ab'very Ssimple 
common sense judgement, other trust companies that were competing 
witn Seaway and Greymac for trust buSiness must have _ been 
concerned that they were able--on the basis of the same rules and 
regulations as applied to every other trust company--to offer 
larger mortgages at better rates. 


Perhaps those trust companies filed some complaints with the 
ministry® “and Crthe)  lredistrar: Perhaps there were some other 
guestions that were tagged, flagged, looked at and guestioned by 
the ministry anda by the registrar. Perhaps there is 
correspondence, internal memoranda or information passing to and 
from the minister. 


How was tne minister briefed wnen he first took over? Was he 
warned about this? What about the so-called supplementary list of 
people tnat Mr. Walker referred to? All of these guestions have 
not jebeen ‘casked-- bye Mey si Morrison; Pyby fo the yiOntarro Syoecuceties 
Commission or by a criminal investigation. Tney are not before the 
courts in any way, shape or form. They can only be decided and 
discussed by this committee or by a committee which has the 
responsibility for cross-examining politicians like the Minister 
of Consumer and Commercial Relations, his agents and the otficials 
of the crown who are responsible to this Legislature. 


Tnat is why I come back to my basic point. The guestion this 
committee is deciding today is the fundamental guestion of 
democracy: What is the accountability of government? Who will 
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guard the guardians? Who will have the ability to ask those 
guestions? 


If this parliamentary assistant on this motion and those 
members of tne government side decide that this committee cannot 
discuss it, then we are involved in a gagging measure which is 
preventing us from doing our job of protecting the public from the 
government and protecting tne government from the possible 
negligence of government. 


I tnink it is time the government fessea up to the fact that 
the courts, the Ontario Securities Commission and Mr. Morrison are 
going to be involved. For all I Know, tnere may need to be a wider 
and broader public inguiry, but I also Know there is a question of 
political, legal and statutory responsipility and accountability. 
I do not think this committee should be gagged and prevented from 
doing its job in dealing with that question. 


We can only assume the intention of the motion by Mr. 
Mitchell, the parliamentary assistant to the minister, acting on 
behalf of the minister and the government in this regard, is to 
prevent us from asking the GPericalt guestions about 
accountability and responsibility. I think it is a damned disgrace 
when tnat Kind of thing happens. We nave a job to do and we are 
prevented from doing it by the government members when they put 
this Kind of motion before us. 


Mr. Swart: I would like to move that the resolution be-- 
Mr. Chairman: There iS a motion on tne floor. 

Mr. Swart: Tnat iS an amendment. YOu can amend a motion. 
Mr. Chairman: Yes. 


Mr. Swart moves that the resolution before tnis committee be 
amended to remove the word "not" from the second line in the final 
paragraph of the resolution, and add the following words at the 
end of that paragraph: "only until Friday, January 28, 1983, when 
the Honourable Robert Elgie, Minister of Consumer and Commercial 
Relations, and Mr. Murray Thompson, QC, the executive director of 
Financial institutions and registrar of loan and trust 
corporations of tne Ministry of Consumer and Commercial Relations, 
Shall be invited to appear and answer guestions arising out of the 
annual report." 


Tne amended resolution would read: 


"...consideration of the report of the registrar of loan and 
trust corporations by this committee would be in the interests of 
the depositors and the public at this time and therefore such 
consideration be deferred only until Friday, January 28, 1983," 
ecc.. 


Mr. Breithaupt: I would like to speak to that motion. 


Mr. Cnairman: I am prepared to rule. The amendment is in 
order. Do you want to say anytning more about 1t, Mr. Swart? 
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Mr, »SwartaoseYes .!/ Tesamutgoinganitoubervercy » belbet teal eth inkwtre 
resolution, the amendment, is self-explanatory. During the debate 
we have had so far today, tne arguments put forward by my leader, 
by the member for Riverdale, tne member for Kitcnener and others, 
have been very appropriate. Tney have shown the need for this kind 
of a questioning of the minister and of the registrar of the loan 
and trust companies. There are all kinds of issues before us that 
need to be answered even before we proceed with the bill to 
authorize the sale of Crown Trust that is before us in the 
Legislature. 


We need to determine the degree of negligence of the 
ministry and the registrar of loan and trust corporations. We need 
to know the reasons, to this date--because there seem to be 
Substantial ones otherwise--for not finding out the owners of 
these numbered companies. The ministry could do tnis by bringing 
in special legislation if it wanted to. 


We want to know, and we need to Know, before this company 
goes up for sale, whether it is possible to unravel and to go back 
to sguare one or square two and recover the money there so tne 
public knows, one way or another, whether the depositors, the 
insurance company or the public generally will have to make up 
this s$i25 miilion ror $200 amipkvon: 


We have to Know why there is an urgent need for the sale. 
Wnat alternatives are there? Should there be a government 
operation of this for a time and a government guarantee rather 
than rushing into a sale? We need to Know whether senior people in 
trust companies, being also senior people in the Conservative 
Party, have had any influence over the decisions that are being 
made and which are proposed. 


All of these things are urgent; the answers to these 
questions are relevant to this issue. There are things we need to 
Know and there are things the public. needs to. Know. By passing 
this amendment, it will be easier to find out about these matters. 


Mr. Breithaupt: Ths morning a number of members, 
particularly in the opposition parties, discussed tne framework 
ana background by which this report nas come pefore the committee, 
and the purposes for which we are here. We have seen the 1980 
report which, although not tabled in tne Legislature, apparently 
is printed and available. Tnat too will give us some further 
information. 


122300 ptm. 


We Know Bill 215 will be debated Tnursday afternoon and 
evening, and it may take even more time than that. This committee 
usually sits on Friday mornings. We could use tnose two hours on 
Friday after routine proceedings to receive answers to a number of 
tne points tnat have been raised. We woulda be able, at that time, 
to have reports made to us by the registrar as to the names and 
background of the directors of these companies anda other details 
of information which would clearly be public and not have any 
influence on the investigations of the activities which are now 
under way. 
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The motion Mr. Mitchell nas made refers to a number of other 
procedures. It would not be my wish, aS a member of this 
committee, to i1n any way compromise those procedures. We can, 
however, add to the sum total of human knowledge on this 
particular issue by having tne registrar appear before us, albeit 
for an hour or two, to answer guestions on names and reports wnich 
have been referred to earlier. 


We can sit on Friday morning. The matters we want to look at 
can be clearly asked and, it 1S to be hoped, immediately and 
easily answered. If there are matters that cannot be answered 
because of ongoing discussions, then” ~ the ~’regrstrar or ‘the 
minister, depending on whether it is a legal or ae political 
decision, can make those statements within their responsibility. 


Tney will nave to live with tne conseguences, if it is found 
that matters need not have been so reserved. However, that is 
their responsibility, and I am sure they will attend to it 
properly and appropriately. The various points that have been 
raised by the opposition members of this committee this morning 
can, to a great extent, be readily and easily answered if we have 
the opportunity. 


Indeed, the provision of those answers need not in any way 
compromise any of the other events which are going on. If it is 
found that this amendment is not acceptable to the members of the 
committee, then I look forward to hearing from them, particularly 
the member for Durham-York (Mr. Stevenson), aS to whether this 1S 
an adjournment. We will have the opportunity to discuss all of 
these themes when the Legislature 1S not sitting. 


If he is readily available and interested in committing his 
colleagues, with the support of the opposition, to nave two or 
three weeks of hearings on these themes, in February or early 
March, that might be a reason for us not to proceed. 


However, in the absence of the expectation where this 
committee would decide to go ahead and really 100k into the 
mechanicals of the operation of the loan and trust 
responsibilities in Ontario, I would nope the government members 
of the committee would at least allow two hours or so of hearings 
On Friday morning. 


I don't know whether that is Morley or Lenny on the phone, 
but I presume the Premier (Mr. Davis) will continue just to put 
them on hold. 


Mr. Cunningham: Aren't you glad there isn't another 
brother? 


Mr. Brandt: He's waiting right outside the door. 
Mr. Breithaupt: Well, he won't be calling for me. 
In any event, I hope this amendment will at least be 


acceptable so that we will have some, albeit guarded, opportunity 
to discuss tne operation, the systems that are in place or have 
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not been successful and what 1S to be done to make Sure that they 
are improved upon. 


We have that, opportunity and it would not, in any event or 
any wise, delay what is going on in other places. It would not 
delay .or,compromise .in any way the .discussion of .Biil 215.) It 
would be an opportunity for us to receive immediate information 
from a public servant in a manner that is not available to us in 
the Legislature. 


We, Of course, know that we can only speak on one occasion 
during the second reading debate. The minister has the opportunity 
to sum up as he sees fit and to comment upon suggestions made by 
the opposition during that debate on principle. There is no 
opportunity, .in..effect,. in, .any,, debate einijithe Leqistature,. to fin 
fact have a debate. 


That is the last thing this Legislature, or I Suppose any 
legislature, is ever able to do. We never have an exchange of 
views. We nave only a series of set-piece statements and then some 
Summation from the minister who may or may not comment on whatever 
was Said by any other member in the House, 


It certainly gives no opportunity, except in the passage of 
hurried, scribbled notes, for the minister's advisers, for senior 
Civil servants to be involved in the play as it goes on. SO we 
would nave that opportunity to nave the registrar before usS on 
Friday morning, and the minister, of course, and perhaps even the 
parliamentary assistant as well, to grace the chairs beside the 
Chairman and as a reSult deal with the comments and guestions anda 
answers as they see fit. 


I hope we have that opportunity, and I would commend this 
amendment to the members of the committee so that we can get on 
with doing the only thing we can do in this matter, and that is to 
look to the situation with the hopes of improving what appears to 
be a very difficult, unfortunate and discouraging operation that 
has gone on in this province for some years. 


Mra UBrandt: I »nbistened., nto... the ,,commentss made «.Dby. Ene 
members of the opposition with some interest. The comment that we 
have to focus on a central issue in this particular 
discussion--with respect to how we are to deal with this very 
sensitive matter--may appear to be somewhat different, depending 
On which side of the fence you happen to be sitting on politically. 


I agree tnere is a central issue, and I would like to focus 
On what I see as the central issue. From my perspective that is 
tne protection of tne depositors and those people who nave 
invested moneys in the companies that are under discussion nere 
tnis morning. 


Mrs. Cnal onan we Mi. Brandtys» I pwhaveu VOUS next 2On . £Neg sli St tO 
Speak to the amendment. 


Mr. Brandt: I am speaking to tne amendment. 
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Mr. Chairman: Yes, indeed. You are coming up on the main 
motion. 


Mr’. “Brandt: I'm speaking to the amendment now. The 
reason that I have to disagree with the amendment is because of 
the approacn I take with respect to the need for tne members of 
this committee to protect those very investors and depositors. The 
Suggestion that we put into a very tight and focused time 
frame--what I am going to suggest is a method by which we are 
protecting depositors, if tne members of the opposition will allow 
me. The amendment does suggest a very specific time frame whicn I 
take exception to. 


The motion--the main pody of the motion proposed by my 
colleague, the parliamentary assistant--leaves it somewhat more 
Open, but I would suggest that it does not in any way muzzle this 
particular committee nor does it attempt to stonewall the issue, 
wnich is the Kind of rhetoric we've been getting from the other 
Side. What it talks about is that the matter be deferred. I would 
like to focus on the reasons, the justification and the 
appropriateness of a deferral at this particular time. 


Tne minister has attempted in the House to share with the 
members of the opposition, in two ways, both with respect to 
direct responses to questions raised by the leaders of the two 
Patties Sin Poarticular but valso by: vinvitation ‘toethe two parties 
to attend confidential discussions to give them the appropriate 
background on this particular issue. 


B2eS0 Spe. 


I've found that it was rather interesting, if I may use that 
term, “that the ~leader of the third ‘party ‘turned down that 
particular opportunity to near what the minister haa to say in 
connection with the difficulties of this particular issue. The 
interesting part of it was that you were not, or appeared not to 
be, in any way interested in receiving the very information that 
might have made the discussion this morning less than neccesssary. 


Mr. Renwick: What part of public business do you 
transact in private? 


Mr =peanaure?r i Pwant' (tom say wicoe you“ thatetnere ares many 
parts of public business that are dealt with in private in the 
time frame. It's the time frame. 


Mr. Swart: Especially ‘bf it is embarrassing Dor esthe 
government. 


Mr. Brandt: It is not a question of embarrassment to the 
government, it is a question of protecting the interests of the 
people who nave invested moneys in these particular companies. Now 
surely the members of the opposition parties can come to grips 
witn the reality that we have a company that is up for sale at the 
present time, namely Crown Trust. 


Mr. Swart: We don't Know why. 
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Mr. Branat: You have already referred to it a number of 
times in tne remarks you've made. If it was possible to deal with 
this report in isolation from certain other issues--and there were 
earlier speakers who indicated that that was done in connection 
with the Astra/Re-Mor matter--then I would be less uncomfortable 
about dealing with the matter now. 


But the remarks that have been made, some of the guestions 
that it was suggested could be raised with the minister or with 
Mr. Tnompson, and the entire tenor of what was being proposed by 
some of tne members opposite would suggest to me that there is no 
possibility whatever that we could carry out some kind of a narrow 
focus on this report only without the whole thing flopping over to 
a much wider, much more sensitive and difficult discussion only at 
this time. 


Mr. Swart: You are repeating Williams' speech word for 
word. 


Mrwi Chairman: | At podnttofsonder: 


Mr .©) Spensieris mdhes! members lkon§e this side gave all the 
members opposite all due consideration when they were speaking. I 
do not recall many interruptions, and I think the same courtesy 
Snould pe shown the member for Sarnia. 


Mow oe Brandt: pty) ithepapresen tas tine, jeandsliakwouldareeike 4 
underline those particular words, at the present time, there are 
investigations and inguiries that are going on that will pring out 
many of the guestions tnat nave been raised by tne members. 
However, I would suggest to you that it is totally inappropriate, 
again, in the interests of those people who have their money 
invested in these companies for members of the opposition parties 
to raise questions tnat might very well paint a picture of lack of 
confidence in the companies prematurely and unnecessarily. 


We Know full well that in the entire financial community at 
this time there is--not only with respect to trust companies, but 
with respect to the International Monetary Fund, the international 
banking» communtty<--a dJackwvof s,confidenceseasenia®resubc fofy tne 
economic difficulties we are going through now. I would suggest to 
you that anything “that might be ‘said--such as *thep kind of 
inappropriate comment that was made by a member of the Legislature 
of British Columbia in the form of a negative reference to a 
particular bank, causing, I might add, a run on the assets of that 
bank for a snort period of time--would not be in the best 
interests of the people you are allegedly supposed to be serving. 


Now the member for Renfrew North made the comment that the 
member from Sarnia, myself, should be interested in serving the 
best interests of the people wno elected him to this Legislature 
towlookvafterpctheir! particularesninterestscod (wotwldnlikentossuggest 
to you at this time that I have confidence that the minister is 
proceeding expeditiously with tnis matter, that he 1s proceeding 
sensitively and that ne is attempting to resolve the issue in a 
fortnright and responsible way. 


I would assure you if any of the members opposite were 
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sitting in his chair, and in his position at this time, they would 
not be able to disclose each and every element of information that 
came to his attention. He has been refusing to answer, as the 
member for Kitchener well knows, and there are questions that he 
is unable to answer. 


He nas attempted to share with the two opposition parties, 
in a confidential way. I understand that the Liberal Party have 
agreeaq to sit and listen with the minister on these confidential 
discussions to indicate the fact that they are prepared to go 
along with the minister at least at this time, But the members of 
ENG Gord. parcy Nave nor. Ir that 16 not correct “then clariry it. 


Mr. Cunningham: Tne meeting we had yesterday was in no 
way confidential. It was not. Everything that was put on the 
record was something tnat the minister should and could nave told 
us in the House. 


Mr. Brandt: That is your opinion. 


Mee cunts nogham spo youre chinks Mra Biddel Mes wnotri telling 
us the truth? 


Mr #4 Brandt: fhe . minister? * nas ~‘a'° responsibility sat ‘this 
time to protect the interests of the shareholders, the depositors, 
and those people who have money invested in those companies. You 
would be the very ones who would accuse the minister of acting 
irresponsibly if he were to in some way prematurely release 
information that would be detrimental to the very companies you 
are talking about protecting. 


The only way in wnich this matter can be unravelled and the 
Only way in which it can be responsibly dealt with is to allow tne 
minister a reasonable period of time to proceed with the inquiry, 
to proceed with the investigations that are going on, and to bring 
the information to the members of the Legislature at the 
appropriate time. To do so before the matters can be appropriately 
oeegrL “wren = oy "Cie _Winrstry:, in my view, would simply be 
inappropriate. 


Mr. Breithaupt: He has already taken the companies over. 


Mr. Brandt: For this reason I cannot support the 
amendment proposed py Mr. Swart. I could support it 1f the time 
frame were left somewhat more flexible. 


I can support the motion of my colleague, the parliamentary 
assistant to the minister, only because it talks in terms of 
deferring tne matter for an indeterminate period of time until 
some of these guestions can be dealt witn by the ministry, and at 
that time all of the information you are looking for will come out 
and that would be the appropriate time for you to act as a-- 


If the interests of the depositors are not in fact protected 
as a result of the exercise we are going through now, if there are 
losses of money that take place as a result of some improprieties 
on the part of the ministry, then I will be the first one to join 
with you to see that there is a cleanout of that particular 
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ministry. But I cannot do that now, in the interests of protecting 
the very people you have forgotten about. 


Opviously you are interested only in the partisan aspects of 
this issue. You are not interested in the protection of people, 
you are interested in politics. 


I take exception to that, because tnere are multi-millions 
of dollars involved and if you take a look at the actions of the 
Minister as he naS gone through the various stages and the various 
steps of this very difficult and complex matter he has dealt with 
the protection of the tenants, of the buildings that were involved 
in the initial sales and the subseguent flips, he has dealt with 
that matter, not to the full and complete satisfaction of the 
third party, or the members of Her Majesty's official opposition, 
but guite frankly he has dealt with it in a manner that I believe 
Satisfies the vast majority of the people of this province. 


I nave every confidence that the minister is going to deal 
with the next stage of this particular matter in a similar way 
which will continue to bring tne confiaence of the people of 
Ontario to the government. 


I ‘restyanyaicasestat tithatigpo int yyaandm Iascanno teesupporituethe 
amendment to the motion. 


Mr. tConningham: oThiseeLast } contrabutiong toreythise idepare 
has to be the most bizarre speecn I nave ever heard in this 
committee: (@Dd@oreallyr sense), »)\isomagwhatipl.anavewmiheacd. from, .che 
nonourable member, that he would really be the last person off the 
Titanic, the absolute last, and would justify the slight collision 
with the iceberg as merely an opportunity to take aboard some 
fresn ice. 


This; wealbvecaseajustarbazarnres 7 4Wedumetasewithraic. ~bildaqel. 
yesterday. Mr. Biddell did not meet in confidence with us, albeit 
the meeting was for our research people and MPPs, but there was 
absolutely: (nothings; thatsyMr. weiddeblimtoldteus rithatevehemmainiscer 
could not have told us. The narsh facts of reality are-- 


h2asoU Spm 
Mr. Brandt: Suppose you tell us wnat the harsh facts are. 


Mrét Cunr¥iinghams al, cthinkigmostgrvet. Jit JS. pec ee Gl one fang 
Mail today; you might take the opportunity to review it. 


We have gone through a litany of failures in this ministry. 
Some are very firm reasons for you and every other member of the 
Legislature to ‘support a, £ulbl;open, .investigatéon; of. jJust.what: in 
God's name is. going .on in that. ministry: Atlantic Acceptance 
Corp., British Mortgage and Trust Co., Astra/Re-Mor, and C and M 
Financial Consultants Ltd. 


Re-Mor was licensed 13 days after another division of tne 
ministry caused a mortgage broker licensed by your government to 
be wound down, Tnirteen days later you license them again, wind 
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tnem up and away they go. Three hundred and fifty families are out 
their life savings. 


Mr. Brandt: Don't forget to mention the responsibilities 
of your federal colleagues in this matter. 


Mr. -Cunningham: Your minister stands in the House witn 
regard to Co-operative Health Services and he says the company was 
taken over by sharks. I have a copy of the minister's file. He 
Should have known for six years what was going on. Now we have 
Argosy Finance Co. 


I don't think any member of this committee wants to impair 
thevanterests*or “Crown “TEGSte Co. fandiithe @riceties «of 2 Bid lw2lsS 
wnicn are before us. The rookie member for Sarnia was not here as 
we went througn the Astra/Re-Mor matter but, as I said to him and 
aS Mr. Kerr and his other colleagues who participated on that 
committee could ’tell  ‘hin;"-on*“noY occasion "did wet treacipocthe 
doctrine of sub juaice and involve ourselves in something tnat was 
before the courts. We did not impair any of that; we had a sense 
of responsibility. Whenever there was any possibility or just a 
modicum of doubt, our chairman would stop us, as I believe our 
Cnalirman here would today. 


In conclusion, I would implore you to consider supporting 
the motion advanced by Mr. Swart and discard any idea that you 
nave of frustrating this matter, covering it up or impairing us 
from discharging Our responsibilities as members of the 
Legislature. 


There are a lot of things that are wrong and not right about 
the operation of that ministry. On your hands is the impairment 
and the negative disposition that will be carried into the House 
on the subject of Bill 215, and matters that follow thereafter, if 
this committee is going to be frustrated from dealing with things 
Chatrwe really shouldbe Wokingwat.TIti as cnotr guste ar mattermos 
what we have Said; Mr. Brace has said it. 


Mrs” Bidd@elPonas Mane: alvcareer ;sraS .ans accountant, “asia 
trustee in receivership, of fixing up the messes that have gone on 
in this ministry. I spoke with him yesterday and asked what he 
thougnt this situation was in comparison to Astra. He just shook 
his head and threw his hands up in the air. It is inconceivable. 


This committee nas a job to dado and I would suggest tnat the 
members of the Conservative Party endeavour to help us discharge 
Our responsibilities. 


Mr. Conway: I just want to make a brief intervention on 
the resolution standing in the name of the member for 
Welland-Tnorold. It recommends itself as a sensible one which I 
can support. 


I am a little disturbed, gquite frankly, by tne member for 
Sarnia's comments. He obviously feels very strongly about nis 
position. I just have to say to nim that in terms of destabilizing 
the investment community--sometning about which you are 
understandably concerned--one nas to think about what could be 
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more destabilizing than the seizure and the takeover of a variety 
of these trust companies. I regret to think of what is yet to 
unfold. I suspect the next four to six weeks will be very 
interesting. 


For tne three companies that are now before us, and in 
particular the matter of Crown, it seems to some of us that the 
Minister's Friday night takeover wasS a pretty remarkable and, in 
Many ways, destabilizing factor. I cannot imagine anything that 
could be more destabilizing than that one particular initiative. 


There are people here who know the investment community 
better/"than®’ 4.) (Frometaining’ toe Mreobiddelly yesterday, Sla.gotr che 
feeling that the seizure and the government's operation of the 
Crown Trust Co. had sent a very considerable tremor through the 
community. I only mention that because we would not want the 
member for Sarnia to lose sight of any destabilization that mignt 
have been created by the actions of his own government. 


I conclude by drawing his attention again to what I think is 
a-veryiimportants bfactGoini call Gof axthis.vesunrelys thes; Legisiative 
Assembly has a right, at this point in time, to look at that area 
of our responsibility, to look seriously and to look carefully at 
the nature and the extent of the regulation, and to look seriously 
and carefully at what nas been done since 1981 when the last siren 
sounded in this connection. 


With all due respect to the member for Sarnia, the one 
aifficulty that some of us would have with “his invitatdon;,« Be 
patient’ and let -us*carry> forward,"° 1s’ that we aia Ghat’ tworvears 
ago. Sitting in the same room, with some of the same people, with 
many of the same serious difficulties, a committee of this 
assembly basically found the government Saying much the same thing. 


What do we have to show two years later? We nave upon us 
perhaps the granddaddy of all disasters in this field and no clear 
indication whatsoever that these very people who are now 
protecting us did any of the things they said they were going to 
do 18 and 20 months ago. Tnat has surely got to concern everyone, 
from Sarnia to Cornwall, and I would hope that the members 
opposite would keep that in mind as they think about what it is 
this amended motion seeks to do. 


It is simply, I believe, to focus in on the way in which the 
minister and his registrar of loan and trust corporations carried 
out their mandated responsibilities in the recent past, in the 
light of the commitment and undertakings given by various 
ministers and the registrar. I think that is a perfectly sensible 
line of inguiry that, I have every confidence, our esteemed 
chairman, the member from Woodstock, SOULQee Guides yaiong 4a 
reasonable and parliamentary path. 


Mr. Spensieri: I am speaking briefly on the amendment 
and, of course, reserving my place in the sun on the main motion. 


T* would’ like =to0isay ,“Sirststoheata, tharvsnotwon hn wise the 
amendment Supportable, and indeed must be supported, put it is of 
such a**curative Nature “that without @&tt,-Oaiywoudd submicseMce 
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Cnairman, and I invite you to rule on this later, the main motion, 
indeed, is faulty and should be considered a nullity. 


The reasons for arguing that are as follows. If you ask for 
a deferral, as the main motion said, or a aeferment, as Dr. 
Stevenson says, you must indicate a time period when that 
deferment is effective; that is to say, that you cannot ask for a 
blanket or sine die adjournment or deferment of consideration of 
an important motion. 


Tnerefore, aside from the intrinsic merits of the amendment, 
GOOLhe en CenL ual they “bring this matter to, the fore in an 
expeditious way on January 28, it has, I Submit to you, a very 
relevant and very important place in the main motion and, in fact, 
the two should be read in conjunction and cannot be even 
considered separately. I think at some point you will have to rule 
On that aspect ot the combined motions. 


However, the main reason for wishing to speak on this 
adjournment lies in the fact that, wnile I ao not have the same 
sense of having been around the merry-go-round as my colleagues 
wno presided over the Astra/Re-Mor considerations, I nave my own 
sense of déja vu. We had, some time prior to the initial Cadillac 
Falrview closing, and before Mr. Barlow's committee, a similar 
Situation where the Residential Tenancy Commission report for the 
period ending March 31, 1982, was before that committee. 


Based on research that had been developed by our research 
staff, some two weeks prior to the closing of the first Cadillac 
Fairview deal--on, I believe, October 24--we invited the chairman 
to take the same prosaic or routine report and enlarge on it, so 
as to consider tne sale that was taking place and what I indicated 
to them was the colluSive financing, the potential for the quick 
flip. We outlined chapter and verse what that committee could have 
done with the prosaic report: of the Residential Tenancy 
Commission. In the hands of an opposition a routine report is a 
very powerful tool, and as tne parliamentary assistant indicated, 
One can enlarge upon ancillary and corollary aspects of it. 


pel. 


I would submit to you, Mr. Cnairman, that had not the same 
Kind of mood prevailed at that particular committee hearing, the 
embarrassment which has befallen this government and, indeed, tne 
loss of confidence in the trust industry which we now face could 
nave been spared. A courageous committee, a committee under a more 
enlightened and open approach by the six sitting members who 
always face us at committees, could have taken, aS I sSald, that 
Springboard of the Residential Tenancy Commission report and 
delved into and possibly even forestalled or prevented tne closing 
of the Cadillac Fairview transaction. 


I snould add that tne same kind of reasoning was advanced 
then. Mr. J. A. Taylor, who was a member of that committee, said 
that the public interest would be affected. Tne private interest 
of the purchaser would be affected. The public would suffer. We 
had no right interfering in essentially a private real estate 
closing, and, anyway, we couldn't use the report, which had been 
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referred to that committee in a proper and legal fashion according 
to parliamentary rules, to launch into a fishing expedition. 


So I have my own sense of déja vu, even though, as I said, 
as a rookie member and a new member of this justice committee I 
waS not present to expand upon and to participate in the earlier 
delving into the trust companies' affairs so well recited by my 
colleague, Mr. Cunningham. It is with that sense of déja vu tnat I 
urge you, Mr. Cnairman, and tne members of this committee opposite 
to accede to the amendment whicn has been proposed, out of a 
gesture of co-operation. 


You, of course, are demanding co-operation from us. Mr. 
Biddell was, I would say, for an hour and a half, exuding requests 
for co-operation yesterday when we met with him. 


Tf, yous want tto jcontinue) twithwthatisspiere Loft co-operationns 
suggest you incorporate this amendment into your main motion. Come 
back to uS when this committee next convenes with it perhaps 
Originating from you, if it makes you feel better, but incorporate 
the amendment in the main motion. 


I suggest to you again very strenuously, Mr. Chairman, that 
the two cannot exist separately, as the parliamentary assistant's 
nainigy motionrots? wantnuLbrey« nionnelbacksvomeicentalntyam asus tosis 
returnable date and its returnable time. 


Mroo Mitchell > eMreewChairmanpadegwas ‘goimdestovamakegasome 
very brief comments with regard to the amendment to the motion. I 
want to assure all members of the committee that where my motion 
used the word "defer" it strictly meant that. I am in no position 
to attempt to put any time limit on it, because my major concern, 
as is the concern of all my fellow members on this Side, is to 
ensure the depositors out:there in this situation are protected. 


Mr. Rae: Seaway and Greymac? You've left them out to dry. 
Mr. Cunningham: Defer it like Astra. 

Mr. Mitchell: Are they finished, Mr. Chairman? 

Mr. Chairman: Yes, thank you. I'm Sure they are. 


Mr. Mitchell: In fact, as the members are well aware, by 
legislation which they supported the registrar of loan and trust 
corporations has taken over control of the companies at this point 
and you know their involvement there. Any proceedings of this 
committee that take them away from that very important task could 
only be extremely detrimental to resolving the whole issue ana 
guaranteeing the depositors. 


I, therefore, quite honestly cannot support this motion to 
bring those people away from their very onerous tasks of trying to 
protect the depositors in Ontario. 


Mr. Chairman: af am going to anticipate something, 
knowing the justice committee as I do. Before anyone points out 
the clock to me, if someone was so disposed-- 


se 
Mr. Mitchell: You have recognized it now, Mr. Chairman. 


Mr. Chairman: No, I haven't looked at the clock. I 
haven't looked at it for some time. 


Looking at the Votes and Proceedings of yesterday, January 
25, I understand, although it's not in there, when the government 
House leader referred to private members' hour being set aside he 
also indicated that it would be second reading of Bill 215. 


Mr. Breithaupt: Both in the afternoon and the evening. 


Mr. Chairman: Yes, and ..Mr. Breithaupt gave me his 
Opinion that this committee could not sit and deal with any matter 
in the same policy field while legislation iS going on in the 
House. I would refer to standing order 53(d) where it says, "No 
bill shall be considered in any standing or select committee while 
any matter relating to the same policy field is being considered 
in the House." 


Tnerefore, unless someone nas some other authority, I would 
restrict that to saying that no bill can be dealt with here while 
a bill is being dealt with in the House. Therefore, since this is 
NOEAIDODIM EL wesincedsthis-“issrewyrannval repent,’ \subject;to-<being 
Overruled by the committee, of course, I would rule that this 
Comms Clee BseOusd SeGarrya-0n.,comornow ,on..this...subject...if, this 
committee wisned by consensus to do so. 

Mr. Renwick: My friend asked for Friday. 

Mir, cha rrmane *Hee*askeds for. *Friday.. “That ~ is) part or” the 
MOtCLTON |; ODUt. leams just: anticipating this session" ending in’ the air. 
Tnere being no furtner people wishing to deal with this motion-- 

Mr. Breithaupt: The amendment. 


Mr. 4 calrmanss SOLLY,. With this, “amending motion of, Mr, 
Swart. DO you wish to have a recorded vote? 


Mr. Swart: Recorded vote, yes. 


Mes -Chairman: ‘Will “you “respond to’ thes *clerk” when. . he 
calls your name. 


Tne committee divided on Mr. Swart's motion which was 
negatived on the following vote: 


ayes 
Breithaupt, Conway, Rae, Spensieri, Swart. 
Nays 
Brandt, Eves, Mitcnell, Piché, Stevenson, Watson. 
Ayes 5; nays 6. 


Mr. Breithaupt: Now is 1t appropriate to consider what 
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this committee will next do? I had made the suggestion with 
respect to the sudden change from private members' hour in order, 
I nad thought, to make it somewnat more convenient for members 
who, no doubt, being interested in this, would wish to be in the 
House during the debate on second reading. 


If, nowever, it is the wisn of the chairman to have members 
of the Legislature nere discussing this theme while the bill is 
being debated, and if the committee wisnes to do so, then, of 
course, the committee may meet tomorrow. I would have thougnt it 
better that everyone be in one place to discuss this issue, rather 
tnan nave it divided between two places. However, certainly, if 
tne committee to wishes to proceed tomorrow afternoon with this 
same theme I would very happy so to do. 


Tt -may ~be~ that. as -a.-resuitrVob?*tha ty discussion’ vand, with 
reports coming from what 1S going on upstairs in the chamber, at 
least some of the government members of the committee may find 
that it 1S worthwhile to proceed as expeditiously as possible and 
finally decide to reject the motion that's before the committee. 


EB Gerd 6g 


Mr.-.Chalrman: ‘Before Mrii'"'Miteherl Speaks imayieteepoipe 
out that my remarks were of two minds: first, in anticipating what 
is fairly routine procedure in the justice committee regarding the 
clock; and .second, to clarify’ my * understanding fot the standing 
orders, following Mr. Breithaupt's previous comment, and to set 
the potential possible procedures. I did not indicate a preference 
Or a direction. 


Mis Mitchell: Mr Cnairman, by listening to Mr. 
Breithaupt's comments, and those made by others, I get a feeling, 
perhaps wrongly, that tney feel tney shoula all--particularly when 
they are critics in this particular field--be in the Legislature 
to dealb-with that piece or legislation. sit that siSe tne (Cace; eer 
would be more than willing to go with what I had thougnt we had 
previously decided: that this committee waS not sitting Thursday 
and Friday. 


Mrs awCunningnam: “After  Vour we CcOnduC tem ILOCUc ws we may be 
Sitting all weekend. 


Mrer=Brerenaunt: Tr the chair wlenes COU t tie ma inOted Or 
that we sit after routine proceedings tomorrow in the usual time 
spot available to this committee, that is just fine with me. 


Mr..owarts:, Mr... Chalrman, -Sreechink there (tS. more LO 2De 
said in this committee on this issue. However, there is some merit 
in members who are justice critics concerned with this matter 
being in the House while this debate takes place tomorrow. This 
committee normally sits on a Friday. I believe we have nothing 
scheduled for Friday. You have just defeated a very important 
notice which would nave made the Friday sitting essentially worth 
while. 


In spite of that, I would think that after the debate in the 
House tomorrow--as Mr. Breithaupt has said--events might take 
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place that we will want to discuss or which might cause this 
motion to be reconsidered. 


My suggestion would be that we adjourn now and meet again on 
Friday to carry on the debate on this motion, but be in the House 
tomorrow wnile the debate is taking place on that very important 
matter. 


Mr. Chairman: Thank you, Mr. Swart. I have your comments 
about Thursday but, coming in the back door, I have to rule that 
out of order because we just had a vote on that very topic. 


Mr. Swart: Mr. Chairman, on a point of order, we had a 
specific motion that we sit on Friday to do certain things. I am 
not trying to come in the back door in any way. 


I am Saying that we still have a motion pefore us. I am not 
Suggesting for a moment that we do those things on Friday if the 
motion has been defeated, much as I would like to. I am being very 
frank on this matter. I just think there is a time slot there 
which can be very useful to carry on the debate on this motion. 


Moss cueairman= 1 am SlLOOKInNG —LfOr ,Gdirections. We still «do 
have the main motion on the floor. I am looking for directions 
from the committee. 


Mr. Watson: Mr. Chairman, ve appreciate your 
interpretation concerning the bill or the subject but, although 
your ruling or interpretation is that we could, I really do not 
think we should. I would suggest that if this bill, which deals 
specifically with the subject, iS being discussed in the House, 
this committee not meet to discuss it. 


ie ee ied Colas ee ie le eel COLO, SCake we sthat. it “bey othe 
committee's wish, the consensus, that this committee be recalled 
as soon as Bill 215 is finished in the House, to complete the 
mocLtOn that is in front of us? 


Mr. Breithaupt: Another way of putting it, Mr. Chairman, 
might be that the committee would meet Friday morning after 
routine proceedings unless Bill 215 is completed. You could do it 
either way. 

Mr. Swart: I woulda concur. 


Mr. Chairman: Okay. There is a consensus of all three 
parties. Fine. 


Mr. Brandt: In the interests of the co-operative spirit 
that we have here-- 


Mr. Conway: I woula tnink all the free enterprisers will 
want to be in the House to sell what they nave just seized. 


Mr. Chairman: We will now adjourn, to reconvene Friday 
morning, Subject to the condition Mr. Breithaupt stated. 


Tne committee adjourned at 1:15 p.m. 
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LEGISLATURE OF ONTARIO 
STANDING COMMITTEE ON ADMINISTRATION OF JUSTICE 
Friday, January 28, 1983 
The committee met at 11:38 a.m. in room 15l. 


ANNUAL REPORT, REGISTRAR OF LOAN AND TRUST CORPORATIONS, 1979 
(continued) 


Mr. Chairman: Having a quorum, we will proceed. There is 
a little difference of opinion aS to whether we snould even 
discuss or deal with the motion we nad on Wednesday. We have a 
eonsensus “in’ front+ ‘of °a@s “ony Mr.’ *“Breithaupt"s “wording that™~ it “be 
postponed. 


Mr’. SBrertraupt #* Me. “Ghairmany the members will recall 
that we had considered, and I think agreed, that we would be 
proceeding with the adjourned review of the motion Mr. Mitchell 
had placed before the committee on Wednesday morning as to not 
proceeding with the review of the report of the registrar of loan 
and trust corporations at this time. We were going then to meet 
this morning if Bill 215 was otherwise not before us. I think some 
presumed that the debate on second reading might have continued 
possibly. On the other hand, we felt tnat the committee stage, 
whenever that might appear, would likely be committed for the 
beginning of next week. 


As a result, since we are in between those two 
circumstances, we have this morning open to usS tO begin the 
committee stage of Bill 215. I would think that we can agree to 
proceed with that, and simply let the other matter stand before 
the committee. If we get the opportunity to continue a discussion, 
fine; if we don't, because of other circumstances, then that would 
really be beyond our opportunity. 


Mr. Chairman: So you are suggesting that that be 
postponed for further consideration? 


Mims Bee Penaupts © "Tt: -enink soy" Mrs Chairman, \ that! “Lt simply 
stand aS a motion before the committee, and if the occasion arises 
later next week, during the normal times when this committee might 
meet, if that is an item with which the committee wishes to 
proceed, we can obviously be guided at that point. 


Mr. Swart: I agree. From a very practical point of view, 
we can discuss many of the issues we want to discuss under tnat 
here this morning in dealing with this bill. Secondly, because of 
the urgency of tnis matter, we should proceed with the pill 


Mr. ‘Mitchell: Yes, we are in agreement with that. In 
fact, that is why I raised the issue with you at the beginning. I 
felt that we should get on with the task assigned to us by the 
House. 


Mr. Brandt: I would echo the same thoughts as expressed 
by Mr. Mitchell, that we on this side would agree witn that 
procedure. 


Mr. Cunningham: My personal preference would be that 
this offensive motion of Mr. Mitchell's be withdrawn and that the 
Original reference be dealt with at the pleasure of the committee 
when it chooses to do it. I am on record as saying that I really 
regard this to be an instrument in covering this matter up and not 
allowing the justice committee to discharge its responsibilities. 


I remain very firmly convinced that that is the appropriate 
direction we should take and that we should, aS a committee, 
involve ourselves in an investigation at an appropriate time when 
thisme«bidtoonmaybe is completed. Possibly the parliamentary 
assistant, as an act of good faith, might withdraw nis motion. 


Mr. Chairman: Either I see the consensus that was there 
up until-Mr. Cunningham spoke, or I will take a motion. Do I see a 
consensus? Will tne Liberals put it off, as Mr. Breithaupt said, 
Or do you want to make a motion? 


Mr. Breithaupt: I cannot move that he withdraw his 
motion. I would prefer that he would withdraw his motion. 


Mr. Mitchells. We prefer the. proposal put ‘forward by «the 
member for Kitchener. 


Mr. Chaitmans) ~Finev) 921i / amiceeing eeconsensus® that! Ltgaus 
postponed for further consideration, following Bill 215.4 Thank tyou. 


We are nere this morning to commence clause-by-clause 
conSideration of Bill 215, an Act respecting Crown Trust Company. 
The minister is present. 


Mr. Breithaupt: Mr. Chairman, while I realize there has 
been some interest in the press in the House with respect to this 
bill, perhaps the minister has some comments he wishes to make. I 
see that we have got two amendments that are going to be before us 
with respect to section 10. Does the minister contemplate any 
further amendments? 


Es Shouldsssay paty this pointertthati,ay package. of. amendments 
which we are suggesting is just coming from the legislative 
counsel's office and should be with uS within the next several 
minutes, if all goes well, so that the committee will be able to 
consider those. 


Theio minister! «:couldia advises useqtif -sthere 7 areyeiany _~other 
particular) changes,® fromirhis spointisof whew,5 that; might; sappear 
before us in the next day or so when we have the opportunity to 
deal with the bill. 


Hon. Mr. Elgie: Thank you, Mr. Chairman. Tne two 
amendments I propose are in line with tne undertaking I gave the 
Legislature and the Premier (Mr. Davis) gave the Legislature tnat 
the shareholders in this company should, indeed, have the 
opportunity of exercising ‘their rights sin ‘court with respect mco 
the sale of the property and any rights they may have with respect 
to the commercial prudence seen and carried out in that sale, and 
those two amendments are there. 


I might just say I nave with me today Mr. W. A. Macdonala, 
who has been adviser and counsel to the ministry and the 
government; Mr. Jack Biddell, who has been my own special adviser 
and adviser to the ministry in the undertakings of possession and 
evaluation of the trust companies and in other matters; Mr. 
Crosbie, my deputy; and behind me Mr. William Moull from the firm 
of Davies, Ward and Beck. 


As I told the House tne other day, in view of legitimate 
concerns--although I had none--about the potential conflict that 
Mr. Macdonald could have had, having in mind the fact tnat he is a 
director of Victoria and Grey, even though he and I had understood 
from the beginning that if any matter arose with Victoria and 
Grey, he would exempt himself from those discussions, nevertneless 
I did some time ago retain the firm of Davies, Ward and Beck. 


Mr. William Moull is here because he has nad a great deal to 
qdoiwithethe ssubstance sof ptheiibril jubput mot the idraf~ting of it, in 
terms of the needs of the legislation as it relates to the sale. 
The sale to a purcnaser is the absolute essence of the bill and 
the sections in it relate to those needs. That iS why I have him 
here, in case any of you want any further explaining of the 
meaning of certain sections, in addition to any explanations that 
legislative counsel may give. 


Mr. Breitnaupt: I have now the 12 amendments which we 
are proposing and I have given them to the clerk. They can be 
distributed, I presume. While we are doing that, there may be some 
general comments or questions of the advisers to the minister. 


Mr. Chairman: They are being copied right now. Where do 
they begin? What is the first section? 


Mr. -Breithaupt: Clause 3(1)(b), Mr. Chairman. 


Mr.- Rae: Mr. Chairman, I wonder if it would be possible 
for us to have Mr. Thompson and Mr. Snuve hnere as well. It is my 
understanding that Mr. Shuve has been asked by the minister to 
take some degree of responsibility for the ongoing operations of 
Crown, Truste‘during »titis |period;’ im which, the» registrar, has;, some 
responsibility. Because of the extensive powers wnich are being 
given>,to the registrar in this legislation and because of the 
registrar's responsibility for the current administration of Crown 
Trust, I wonder if it would not be possible for Mr. Thompson and 
Mr. Snuve to be with us before we proceed further. 


I have given out a notice of motion to you, Mr. Chairman, in 
wnich I asked that Mr. Beddell, Mr. Shuve and Mr. Macdonald attend 
ton assistethe | committeessin-.its consideration of Bill 215. I.am 
delighted to see that Mr. Macdonald and Mr. Beddell are here. 


Hon. Mr. Elgie: Your wish is our command. 


Mr. Rae: I hadn't noticed that in the past, I might say. 
I would like to see Mr. Shuve and Mr. Thompson here as well. I 
wonder if that would be possible, with the consent of the 
minister. If necessary, I will move the motion. 


Hon.  Mrvi ELlog@e: MPE “Pr might respond;/oe] Wdon tt. “see tany 
problem with’ us* contacting Mr. °Shive* toVsee* 1 E5iters “possisie for 
him to come. We will certainly make every effort to get him here 
today, ‘if it ‘wouldtassist@Win’ the Tapid!) progress got )the; matters 
before us. We will make an effort to get him in any event. 


Mr. Rae: The concern I have, frankly, is that we get 
into a detailed clause-by-clause discussion before naving an 
Opportunity to examine people. 


Hons: MroiovBblgie: sWeaiwilh endeavourmtomgeti himiups SWeyawilt 
also contact Mr. Thompson and ask him to come over so that he may 
respond to questions, within the constraints placed on him, 
related to the bill and to Crown Trust, of which he has taken 
possession. 


Mr. Breithaupt: It just may be, Since we have a variety 
of amendments before us, and since the committee has perhaps an 
hour and a guarter or so today, we could agree that Mr. Shuve and 
Mr. Thompson perhaps could be with uS on Monday. I think that 
would be a practical way of handling it. 


Mriv Raee-Are dam not Utryings tonibe Mitiicults lesdon"* ts wane 
to get into your amendmentS or our amendments or anybody's 
amendments until we have nad a chance to have a general discussion 
and shed a little light on just exactly what is happening. The 
minister made a statement yesterday, which said that every second 
of delay amounts to an erosion of certain assets. I think we are 
entitled to ask the people who are responsible for-- 


Hon. Mr. Elgie:.1. (think you ate (too; sand chat ts ewe 
have asked for Mr. Shuve to be brought here right away. I wondered 
1£. you coulda hear. fromthimrfiirstjisvase alematter(sof fact, Sanaehave 
some comments from him right at the beginning so that you 
understand the urgency of the matters pefore us. Perhaps we can 
then have some discussions as to our procedures today and other 
days if they are deemed to be necessary. 


Mri ecConways/ Mr. SeaChairman,: alm chaveisgiayaigeneral sprocedurad 
point which I think it is appropriate and consider extremely 
important from my understanding of this bill. The minister has, in 
introducing his special advisers, given me, I think, an 
opportunity to satisfy my own concerns at this particular point in 
time. 


I would like to do so, with your permission, Mr. Chairman, 
by asking the minister to explain more particularly the nature of 
the relationship that exists between himself and Mr. WwW. A. 
Macdonald of McMillan Binch and, in particular, to address the 
concern that many in the community have that there is something 
guite untoward about the minister, in so sensitive a matter of 
public policy, taking unto nimself an adviser who, notwithstanding 
his very excellent reputation in tne legal community, is a man who 
has served on the poard of Victoria and Grey Trust wnicn, we are 
told; is*onetoi the®involved-principalis: imta’gtoupsct foun ormifive 
Or S1x who may very well, at thiS moment, nave made a tender on 
the property that we seek to dispose of through Bill 2154 


I would like you, sir, to help me understand, and through 
me, the people of Ontario, why it is you have felt that it is 
necessary to take aS your personal legal adviser a man who has 
served on the board of one of the companies tnat may very well at 
this moment be bidding on the property we seek to dispose of in 
this rather exceptional way. How is that not so significant a 
conflict of interest that it should nave counselled a different 
action on your part? 


It ¢50 a.m. 


Hon. Mr. Elgie: In early December when [I first felt that 
there would be a need for outside advice and counsel to the 
ministry and the government, I naturally gave tnought to 
individuals and law firms tnat mignt be most appropriate for that, 
Knowing full well, having some kKnowleage of the involvement of 
many law firms in many issues that were already being looked at, 
that tnere would undoubtedly be very few law firms that did not 
have some conflict in one way or another. 


I spoke to Mr. Macdonald and the first thing we spoke about 
was any conflicts that he may nave. He mentioned the issue of 
Victoria and Grey, as a director, and it was agreed that he would 
absent himself from any discussions of any matters related to the 
issues before this House at Victoria and Grey. It was agreed that, 
if anything else arose, he would exempt himself from those 
discussions. He has done so diligently. 


However, aS things evolved and as it became apparent, to me 
at least and to the government, that tne only rational solution 
Was ACO es CONSTAEr< "Chevys possipiticy. sor” selling,.. Crown «Trust. as an 
ongoing business, and recognizing the concern that there might be 
with respect to a conflict, I had Mr. Howard Beck, of the firm of 
Davies, Ward and Beck, contacted, and from that point on that firm 
has been solely and totally involved in any discussions relating 
to the sale. Mr. Macdonald has not now and nas not in the past had 
any discussions with anybody relating to the sale. 


Mr. Conway: I just want to understand this. 


Hon. uMr.s Eloies. .4understand.it is.an important issue. .] 
want you to unaerstand I have thought about it and I nave 
addressed it. I think to say anything else about it really would 
be casting aspersions that aren't warranted. 


Mr. Conway:'=3-*want to’ -j3ust “highlight a couple of those 
points. From a layman's perspective, I just want to be clear. It 
waS some time in early December that you took on Mr. Macdonald as 
your personal legal adviser? 


Hon. Mr. Elgie: The ministry's, tne minister's and the 
government's adviser and counsel in these matters. 


Mr... Conway: At that .time, as of this day, Mr. Macdonala 
serves on the board of Victoria and Grey Trust. Am I correct? 


Hon. Mr. Elgie: That 18 correct. 


Mr. Conway: At some point subsequent to that date in 
early December, you became concerned about the impression in the 
community that might be created as a result of tne potential for 
CONLLict+of interesc. 


Hon. “Mr.” E¥gies* (n* Jantlary; “akter teheStreqist farivtiogn 
possession. 


Mr. Conway: You then sought different legal counsel, as 
it relates specifically to the matter of the sale of the Crown 
Trust Co. to whomsoever? 


Hon’. Mrs “Higies’ That is''right. 


Mr. Conway? "So Tr takerwit +ther that?’ eoday tir. “Secki4aces 
in that capacity and Mr. Macdonald acts in exactly what kind of 
area? I can't visualize in my mind the separate and distinct 
jurisdictions “in “which, ‘they’ ©function‘and™*now™ they "woulda not 
unavoidably be intertwined. 


Hons, OMe te higie?s SThatbneiseg no& nappening: there iS no 
intertwining. AS you Know, there are numerous problems and issues 
relating “to'- all “three °trust) "Compantes , “relating -to-sthey Salley 
relating to a number of matters, relating to lawsuits. The law 
firm of which Mr. Macdonald iS a senior partner advised the 
government on a number of areas totally unrelated to the sale. We 
may Or may not take his advice, but there it is. 


Mr. -Conway? © IPsjuse wante®itvo sindicates that I think it) sets 
in a very sensitive area an unfortunate impression in much of the 
community. TE. Tt should’ come to: pass@tnatevictorra "and “Grey irus. 
is the successful purchaser, or whatever, of the Crown Trust Co., 
I have to tell you that there are going to be some people--I 
suspect more than you might imagine--from the Ottawa Valley 
Outward, who will think that somehow it was all some kind of 
inside deal. I thnink your judgement in this respect is somewnat 
faulty. 


I understand the Law Society of Upper Canada nas something 
in the neighbourhood of 16,000 practitioners in this province by 
some accounts, many of whom have got a lot of expertise and some 
Spare time on their hands. It strikes some of uS aS passing 
strange tnat the limits are so tight, the range of possibilities 
so strict, that” it Nappens that you need to -involve yourself with 
people wno seem to be potentially walking both sides of the 
street. I will leave my comments at that. 


Mr’. “Renwick: “In “order ‘that’’*we “can” understand ~ exactly 
what the government is asking us to do with respect to this bill, 
it 1S obvious that we are going to have to have for the members of 
the committee some basic, fundamental pieces of paper as starting 
points for any discussions we are going to have, 


Mrs, SWart's= J/-do™ not “want! -to sinterruptéimys colleague, ut 
I wondered if I might, before we leave this other issue, since my 
colteague’ is “not pursuing@“t," *nave-na -couple "oO =’suppiemencary 
questions on it? 


Mr. Chairman: Do I nave Mr. Renwick's permission? 


Mr. Renwick: You certainly have. I always defer to my 
colleague Mr. Swart. 


Mr. Swart: i just want to ask the minister two 
questions. Was Mr. Macdonald an adviser in any way in the 
decision to sell Crown Trust, to bring in this bill and to offer 
for. sale Crown. Trust? 


Hon. Mr. Elgie: Certainly. Mr. Biddell and Mr. Macdonald 
both were involved in discussions about that decision anda making 
recommendations to the government. 


Mr. -aSWartiue Then. Mr<aa Macdonald ».was,..one,.of.ithose. . that 
recommended tnat. Secondly, was he involved in any recommendation 
with regard to parcelling the assets? 


HOnesMré Blace wa do not -think.so. Mr... Biddell? 


Mrevadbiddell: s-roesthinkg.. Io. was. «primarily -<responsiple— for 
that one. 


Mr. Swart: You use the word "primarily". Could I ask you 
if Mr. Macdonald was involved in any way in it, Knew about it and 
made any recommendations, or was involved in any discussions? 


Mr. Biddell: I was. the one who devised the technigue and 
TOU ea aa eter Too Tne minister Jor CO. Mr... ‘TnoOmoson. . 1 
forget to whom it was addressed. It was either one of them. I told 
Mr. Macdonald about the technigue afterwards. 


Mre. -sWarts:.ADOUG the technique...” “Perhaps. “Il “can yask Mr. 
Macdonald if tnis was discussed. 


Hon. Mr. Elgie: Does Mr. Macdonald have any comments to 
make on that question? 


Mr. Macdonald: r was certainly aware of he and 
recognized it aS one way in which the problem of evaluating 
doubtful assets could be dealt with. 


Mr. Swart: You supported it? Were you asked to give any 
recommendations? 


Mr Macdonald: I will not be asked to give any 
recommendations on a particular transaction. But if you ask me if 
I would regard it as one way of aealing with the problem of assets 
about which there iS some dispute and some difficulty about 
establishing their value, I would say yes, 1t 1S one legitimate 
way of dealing with that particular problem in the context of 
trying to make the best arrangement for tne continuance of Crown 
Trust and maximizing the value of the assets, on the one hand, and 
preserving as full rights as possible for snarenolaers, which 
include both preferred and common shareholders. 


I would say that yes, that is certainly a legitimate way to 
go, but whether the people who advise the minister and advise the 
Canada.+ Deposit» Insurancers:cCorp.ae boaradpy havingryd egarday Co. the 
particular proposals made by particular companies, will decide 
tnat a proposal that includes that as petter, or a proposal tnat 
does not include that as better, tnat will never come to me. 


LZ-noon 


Mr. Swart: Specifically, by way of supplementary, were 
you involved in the discussions leading up to this decision that 
this was one of the real possibilities tnat snould be pursued? 


Mr. Macdonald: I want to be sure, when you say this is 
one of the real possibilities, what you mean py "tnis is". Do you 
mean the parcelling? 


Mr. Swart: Were you involved in the discussions leading 
to the parcelling? 


Mr, Macdonalds:,I haves to“ tedie youn thates! do.wnot weally 
have a perfect memory as to the seguence of everything that went 
on. It is certainly conceivable that Jack Biddell mentioned tnat 
as a possibility to me before he mentioned it to the minister. It 
is also a possibility that he did not. His memory seems to be that 
hevdidynot. ol am snot. sure’ thats he ~ did "noc. 


Mr. Rae: The minister has stated and Mr. Macdonald has 
stated that he has agreed to absent himself from any discussions 
within tne ministry or advice to the minister with respect to the 
acquisition. Part of my concern is now Mr. Macdonald sees his role 
as an adviser to Victoria and) Grey, as a director?’ He has certain 
responsibilities as a director to tnat company. 


HON woMr wi Blote: awd wonder guldiisyoul Pagers preparecanetcork fanswer 
that. 


Mr. Macdonald: Certainly. 


Mri.n 1 cRAGs fh LiS LF couldig ust. Pspeaksrson eecnisr pointes Mee 
Macdonald,, ana.) will ‘not; take” very’s)long, «I wonder; sjust ona 
factual ,basisy ifs youpcould telirru's what scommunitcation “omewhiae 
contact you have had witn Victoria and Grey, witn the officers of 
Victoria and Grey or with other directors of Victoria and Grey, 
with respect. to any «proposals ‘(they.imight » have’. made “or” -be 
contemplating making with respect to this particular acquisition. 
Tht couldsask, in, addicion co tnat=— 


Mr. Macdonald: sla can “answer Sthat (tin Seaseword \*rignt Bnow: 
zero, none. I know nothing except what I read in the press to tne 
extent that you do Know something when you have read it in tne 
press. 


Mr. .iRaess, .Wey asl’ -shareagthats “Serrse riot perprexitvaueCanoud 
ask you whether you are aware of any previous contact, prior to 
your having been retained by the government, between Victoria and 
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Grey and either the ministry or any of the senior members of the 
government with respect tO any concerns which Victoria and Grey 
may have nad concerning the administration of any of the trust 
companies under question? 


Mr. Macdonald: None. I suppose I should not go on to say 
what I do not Know, but I would doubt that they had any contact. I 
suspect I might have heard about it if they had. 


Mr. Rae: Those are all my guestions. 


Mr. Renwick: AS I waS saying, I think there are some 
basic pieces of paper that the members of the committee should 
have. I trust that we would get them by general agreement rather 
than to have to start to move formal motions about any of them. 
The ones that come to my mind are not necessarily exclusive, and 
there may well be other members of the committee who would like 
other information. 


It would seem to me that by the time this committee meets 
again next Monday each member of the committee has to have some 
basic, fundamental information about the transactions which are 
proposed by this particular bill. I need the help of the minister 
and his advisers to add to this, from their knowledge tnat I do 
not have, other documents that would make it more readily 
available to us. For example, I would think that we should have as 
a starting point the latest audited financial statements of Crown 
Trust Co., whatever date that would happen to be. At least, it 
would be a starting point. 


Secondly, in the sparse information which you gave to us 
when you released the portions of the Woods Gordon report, tnere 
is a document referred to in that as a simplified, unaudited, 
condensed-down sheet of tne company at December 31, 1982, and 
January 7, 1983. I would like to have an expanded financial 
statement at that time, or whatever subsequent date is available, 
together witn whatever notes and comments are necessary. I 
recognize that we cannot have a fully audited report of the 
company at that time. There must be some basic starting point of 
comparison because you are speaking about a deterioration in the 
State of Crown Trust over a period of time. We have to have the 
Financial information which will illustrate to the committee the 
extent and degree of the consideration. 


That is what we need, and I suppose it is up to us then to 
decide whether it is adeguate and sufficient. 


Hon. Mr. Elgie: May I respond. to that now? One of the 
constraints that was on me until Wednesday was related to the Daon 
mortgage. Now that some matters related to that nave _ been 
resolved, I think it is fair to Say that the entire Woods Gordon 
report can be tabled in this committee. 


Mr. Renwick: Tne entire report can be included in the 
papers that could be tabled or provided for the committee? 


Hon. Mr. Elgie: Yes, and today if you wish them. 
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Mr. Renwick: Today would be guite nelpful. 


Mr o> Macdonald :ooMree Chatrman; 6 the ‘clarety = onew police LOL 
Mr. Renwick, when you are given that you will nave what the 
registrar and minister now have in terms of the balance sheet 
question that you raised. In other words, there is nothing more. 
Of course, you understand the audited statement, which there would 
be no reason why you should not have, will be 1981. 


Mr. Renwick: «IJ. understand that, but as I “say, Gn locking 
at any company, you have to have some starting point. Somebody 
will nave to tell me, but I assume that somebody will be able, the 
registrar presumably, to tell us that as at December 31, 1981, 
this company was not in default in any conceivable particular 
under tne Loan and Trust Corporations Act. In otner words, we have 
to nave a firm place to start. It seemed appropriate that even 
though sit “may “well4,*5in® othe "Wong! “run; bet historic,/Swe @aso a 
committee should have that piece of information. 


Mr. Chairman: Mr. Renwick, do you wiSh Mr. Cunningham to 
take a Supplementary at this point and then go back to you? 


Mrs Renwick: Tam “always iceasy’ SiwiPth! 4 omyarnirrerial; wMias 
Cunningham, but I have a number of things on my mind and I would 
not-Awant~;to’ ber'di/stracted*tirom chattel la hrcoultd.’ 4lswomld ebike ftc 
just go on and perhaps Mr. Cunningham could make a note of it and 
come back in again. The minister, when he introduced this bill on 
Monday, stated, "It has been agreed that there are terms upon 
which Canada Deposit Insurance Corp. may properly ensure that the 
public deposits in Crown Trust will be paid in full as they mature 
and, at the same time, allow the operations of the business to be 
conducted in a normal fashion. These terms reguire the registrar 
to make arrangements acceptable to Canada Deposit Insurance Corp. 
that will result in the business of Crown Trust being operated by 
new owners." 


It was on that basis that this legislation was placed before 
us. Could we have now, or on Monday, the terms of the arrangements 
with Canada Deposit InsSurance Corp. or the conditions imposed by 
Canada Deposit Insurance Corp. with respect to the transactions 
which we are being asked to legitimize by passing this legislation? 


Hon. “Mr. ~ Elgvet- Mr2° @Renwick -s Tercou Lanvask air. saMacdonald 
to express those terms right now for the record for you. 


Mrs Renwick:~skn’ otner’Ywords, nthere srs’ nothingn iin? “writting 
with CDIC 1in which they have stated the terms and conditions under 
which this legislation would be required. I am only talking about 
a piece of paper now. If there is no piece of paper, then perhaps 
at another point we could elucidate on these matters. 


Mr. “Macdonald sel Mthinkeithat maybe,oeifayou dosgnot wantesa 
full elucidation now, the only pieces of paper that exist that 
accurately: state, as far, as they “go, the DoOSsttion ot, ColCcrare scie 
references in the minister's statements of January 17 and 24 to 
those arrangements because those references were cleared as not 


misrepresenting the position of the Canada Deposit Insurance Corp. 
before they were made, 
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I think you should understand why tnere is nothing in 
writing. There is nothing in writing because to have something in 
writing would have required the action of the Canada Deposit 
Insurance Corp. board because it would have involved up to $200 
million or more. That will only be done by board action and one 
will only get a piece of paper following board action. Now we can 
expand it at another time a little more on those terms and the 
reasons why Canada Deposit Insurance Corp. felt that within their 
legislative mandate they had to insist on those kind of terms and 
why the Ontario government regarded those terms as acceptable 
having regard to its objectives of protecting the depositors. 


Mr. Renwick: With the best will in the world, the record 
of this committee, wnen it is published, is not something that is 
bedside reading. Tne exchanges are not adequate from my point of 
view. I would ask tne minister, therefore, if there is nothing in 
writing, that it be reduced to writing over the weekend to tell us 
what are the terms upon which Canada Deposit InSurance Corp. may 
properly ensure that the public deposits in Crown Trust will be 
paid in full as they mature and, at the same time, allow the 
Operations of the buSiness to be conducted in a normal fashion, 
and what are the reguirements imposed by CDIC on the registrar 
with respect to the sale or disposition of the assets to "new 
Owners." We need sometning that tells us wnat the residual fallout 
of the discussions with CDIC are that requires this legislation. 


Mra vere Rel: pepo enOWw LONG 2.t. 1s good for. 


Mran MacagonaldunwMr..JChairman,.~.1. think, ,in,. fairnesssto the 
committee we can tell you the essence, which may be helpful 
because you can nave it in your mind and we can see wnetner there 
is some way in which we can put something in writing that will 
amplify.what I.am about, to say. I think it might help the 
committee members to understand the legislative constraints that 
the Canada Deposit Insurance Corp. board regards itself as under 
having regard to the terms of the legislation that it operates 
under. 


They see themselves as insurers of deposits up to whatever 
limit is established. They do not believe that they have tne right 
to use the moneys available to them to go beyond tneir function of 
insurers. However, as part of their insurance function, they are 
entitled to look at a situation and say that by advancing money 
beyond the insured depositors to protect the uninsured depositors, 
they feel they can do that witnin their legislative mandate if 
they can see that tne net cost will be thereby reduced, the net 
cost being thereby redauced because they can envisage a 
sufficiently increased recovery on the disposition of assets to 
offset tne increased liability of paying uninsured depositors. 


So if they are going to stand behind a company tnat, as in 
the words of the Woods Gordon report, is perceived as nonviable, 
and stand pehind it not just for the insured depositors but for 
all the depositors, tney can only do it if they can see that by 
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doing so the net cost to the public moneys entrusted to them will 
be less. One of the elements that is essential in arriving at that 
view is that there be a purcnaser, tnat they form the judgement 
that there is a real purchaser at a price that will produce that 
improvement in their net loss and that there is a secure legal 
route to transfer the buSiness to that purchaser. 


Those are the two conditions, and there has been an effort 
on the part of Mr. David Richardson of Woods Gordon Management 
Consultants; piacting! oni behalic of fsthe Srequstrar pe andr Mri Dice 
Humphrys, former superintendent of insurance in Ottawa, acting on 
behalf! vot. the Cahadian. Deposit?” InsurancebcCorp. ~ boards to Tgo 
through a process, on which I think we will be in a position to 
provide you with material that will elucidate that process as 
fully as it is possible to elucidate it. 


That: “was ~onel part cig the nprocess™ im” Ordengiro get sno a 
position where the CDIC board, dealing with nundreds of millions 
of dollars of public money within a legislative framework that is 
restricted, can feel that they can responsibly say, "We will now 
stand behind all of the depositors of Crown Trust Co." 


The second ingredient is that if you're going to have a 
purchaser, you've got to have a secure legal route to get the 
property to him. The only other secure legal route, as the 
Minister nas said before, was liguidation. Tne problem with tnat 
secure legal route is that it is secure, but it also ensures that 
the losses to CDIC will be increased rather than reduced and it 
therefore ensures that there would not be money available for the 
uninsured depositors. 


Mr. ‘Renwicks%el haveicno: problempArMr. ceMinister,e wth siwhact 
Mr. Macdonald’ has said« That isnt the point that -is'-of concern: to 
me at the moment. Wnen you introduced this bill--and I don't want 
to cead in full your” whole’ ’statement ~of ° Monday, ~ January 
24--replete tnroughout, I gquoted tne one that [ thought was the 
salient paragraph, and I am Surprised at the response that is made 
to it, because immediately following that one paragraph we have, 
"These terms require the registrar to make arrangements acceptable 
to scDICoethat t wikiuwresult Cains the tbusimess toOreCsown €frasee Demo 
operated by new owners. 


"We believe," and I'm skipping, "that unless we make 
arrangements, aS discussed with CDIC, our only alternative is to 
apply to nave the company wound up. Mr. Speaker, we believe that 
the proposed arrangements provide the only effective proceaure to 
deal with the assets," etc. "Mr. Speaker, if these arrangements 
are to be effective it is essential that the registrar be 
empowered by new legislation to enter into these arrangements. It 
is also essential that we know that there is an acceptable company 
ready, willing and able to take over the assets and to manage its 
business aS soon as these arrangements are in place. I will be 
introducing a bill later this afternoon to confer on the registrar 
the necessary power to effect the arrangements as soon as the bill 
becomes, law," etc. "We ‘will “be -int a position sto* comply with the 
terms of the proposed arrangements." 
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That's what I would like to have. I would like to have in 
writing the arrangements with CDIC. As I say, I express a certain 
degree of astonishment when you tell me that those arrangements 
are not in any way reduced even to an aide-mémoir or a memorandum 
of understanding, some kind of indication. You are asking this 
assembly to pass this law in order that those arrangements can be 
entered into. I think it iS appropriate that we should know what 
those arrangements are and have it in writing. 


Hon. Mr *sligites* F “think” -you*ve-" got! tot#iremember, that 
these are proposed arrangements which have certain criteria: tnat 
there be a purchaser, that there be a bill, that there be assets 
to sell, and that that sale and that whole process will continue 
to provide CDIC with the assurance regarding the outlay of money 
that they will have to undertake that will allow them to do it. 


Mr. Macaonald: Mr. Chairman, I wonder wnether Mr. 
Renwick might Speak to me after we adjourn rignt at lunch anda see 
whether I can understand what it is that he needs-- 


Mr. Renwick: That tne committee needs. 


Mr. Macdonald: --that the committee needs, that is in 
existence or capable of peing put in existence. 


Mr. Renwick: I'll take that under advisement. I don't 
Know whether that would be a private meeting and confidential or a 
private meeting and not confidential, or an open meeting and not 
confidential or what it would be. 


Mr. Macdonald: It doesn't need to be private. We've got 
an understanding gap, Mr. Renwick, the otner way. 


Mr. Breithaupt: Perhaps the press could attend 
afterwards. 


Mr. Renwick: Perhaps afterwards, and I could explain to 
them what Mr. Macdonald had told me about that. 


Excuse me, I don't want to involve you in the politics of 
it, Mr. Macdonald, just the minister. 


VOD @ 4 Dae Ay 


Mr. Macdonald: I was not asking to explain it to Mr. 
Renwick. I was asking Mr. Renwick to explain what precisely it is 
that he wants because I don't exactly understand it. 


Mr's*-Rae»°wath? MEC* RenwickK's ) permission ,j;e I wonders _ifrzet 
could say that I Snare Mr. Renwick's sense of astonisnment tnat 
there is nothing in writing with respect to the conditions and 
terms of tne arrangements wnich it is anticipated are to be 
entered into by the Canada Deposit Insurance Corp. It seems to me 
tnat this committee is being asked, on the basis of certain 
assumptions and certain understandings that the government has 
reacned and has arrived at, to pass legislation wnich can only be 
Gescribed as extraordinary in the circumstances. I'm sure everyone 
would agree that these are extraordinary circumstances. 
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All (lLethink Mr él Renwick t/ist ask inoteiorn fli inlamayviry Sto toat 
it in Sanother “way; <is'Othadt wifiiethere eis! nothingg in gwritingwtrom 
CDIC outlining precisely the nature and extent of their commitment 
and their view of their legal authority for that commitment, 
within their terms of reference and within their statutory 
authority, if that does not exist now--and you said it doesn't 
exist--if we have what appear to be a series of phone calls and 
meetings and understandings with Mr. Humphrys and others who are 
acting on behalf of the CDIC board-- 


Mr. Tie Pao Reids. Itds LlikexyMe. Phayer‘\s, $109-.mi1 Lion. 


Mr. Rae: --can we not get it in documentary form? It's 
the CDIC condition that is leading the minister to say that there 
are no other alternatives, that this is the only thing that we can 
ao. Ifiecthatiism true, scans wel rnote havessthatal as WrLtiIno yas soins 
that's callwthat dim istaskingr-torce@isithavitain? 


Mr. Renwick: Yes. 


Mr. Macdonald: If I can respond to that in two ways, we 
will certainly convey that to CDIC after this meeting is concluded 
today and see whetner the lawyers can frame something for CDIC and 
the minister to Sign between now and Monday. 


The second thing that the minister hoped to be able to do to 
assist the committee was to see whether someone from CDIC could be 
present. I placed a call yesterday to that end and heard this 
morning that this is probably possible, but unfortunately, because 
Mr. Jim Tory, of the Tory and Tory firm, who nas been advising 
CDIC, was notable: to reach Mr. Humphrys untilwlate Last might Wore 
wasn't practical for them to be here this morning. 


Inddon't want toeuicommiti eon ethehnaitit ofofMc Meivony,  ananwir: 
Humphrys, but I pelieve that, Knowing the nature of your interest 
and the central importance which I think you properly attach to 
this component underlying the introduction of the bill, that they 
be here on Monday, I believe they will be here on Monday. 


Mrr. pCORnWAYVGurnes would only “addi ito® Chat, er. eChanrman, a0) caer 
could quickly make the point that we have made through my 
colleague from;Rainy River (Mr. etesePoeROlG)e tha tiett. us impor Gant 
for us to Know, in terms of these directions and conditions from 
CDIC, what specific injunction they have offered with respect to 
time limits. 


The urgency, as has been; indicated, is very real, but I 
would like to have some idea in your discussions with CDIC, in 
line with the questions that were asked by the member for 
Riverdale, have they specifically set out Some Kind of a timetable 
tnat would help this committee understand more specifically and 
mores fully (theainaturer ofvethe\turgencyaothat! ebrings bess etos tthe 
deliberation of this exceptional legislation? 


Hon. @Mraientoies lhoeethinkss youve put sestWOnnVErys p avalad 
points.’ Tfiwevcan SKkinds tf confines:thessadiscussions tonfindingsout 
those two specific points, I can have Mr. Biddell here answer one 


15 


part of it and Mr. Shuve comment to you today with respect to the 
CONCELBE . .2000Cr a Crown... asntan ongoing» business that isi, still 
something in which purchasers are interested. 


Mis, -RENWiCk:,4Mr.. Chalrman,,, I. .am -really trying “to. assist 
the committee. Before we go off into discussions in a random kind 
of way, I would like tne committee to nave sort of a dossier, 1f I 
could use that dreadful term, availaple to each member of the 
committee with some fundamental information about it. 


I understand about these arrangements and that, in some way 
Or other, there will be some Kind of a memorandum by Monaay, and I 
hope that perhaps you will not allow the lawyers to bog it down to 
the point wnere we shall not understand the document that we get. 
We need that document. 


Mr. Conway: There are enough Queen's counsels here to 
help us out. 


Mr. Renwick: Mr. Minister, pernaps Mr. Macdonald would 
give me the name of the person who is acting for the registrar in 
the discussions with Mr. Humphrys. 


Mr. Macdonald: Mr. Richardson, of Woods Gordon. 


Mr. Renwick: Pernaps Mr. Richardson would be good enough 
to be nere on Monday, if that is possible. What I am trying to say 
is tnat these arrangements are the foundation of wnat we are 
talking about. I think the committee has to understand it, and I 
domok wants toslabeuntitvreny further: 


Thenccnird Stirermovnewouldet likes, cto) :go <.on -£0-—-is—-that-- the 
Minister,.10 His statement introducing the bill, said: "I would 
point out, Mr. Speaker, that in our review of offers to date, none 
of them contemplate the takeover of Crown Trust in its present 
Pinancial state,- 


Perhaps it would be appropriate for the committee, not 
necessarily to have in writing the offers, although it is fine if 
that is convenient, but we would like to have an indication in a 
memorandum of what were the offers and from whom and when they 
were solicited, and what were the questions that were askeaq when 
you solicited the offers. 


If it is incorrect for me to use the term "Solicit," despite 
what the Supreme Court of Canada said in another context, I would 
like to Know all you can allow us to Know about wno the parties 
are, what were the discussions, and wnat led up to this review of 
tne offers to date. 


I waS intrigued and interested to read on Sunday about the 
deadline of whatever invitations had gone out, tO whomever they 
had gone, which appeared to me to be a different area. I should 
like to Know what were the invitations which went out, for which I 
believe the deadline for responses to be received was l p.m. 
eastern standard time last Sunday. I should like to nave that 
information, in as full and complete detail aS possible, about 
persons interested in being the ultimate purchasers of some or all 
Or a portion of these assets. That is the next area. 
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Tne last of my areas of concern--I am sure other of my 
colleagues can think up basic pieces of information they would 
like to have--is I would like to have, in graphic and illustrative 
form, the borrowing base of Crown Trust at September 1, 1982, if 
that is the date from and after which the deterioriation in its 
affairs took place. 


I would like to know what is the present borrowing base of 
Crown Trust, witn respect to the deposits which can be supported 
by that base, if I understand the process properly. 


Third, in relation to the borrowing pase, I would like to 
Know--and I make no value judgements upon it--what was the 
Specific effect on the borrowing base of Crown Trust when the 
minister or the registrar determined that the value of the 
properties was $300 million and not $500 million; what was the 
effect of that determination in value in reducing the borrowing 
base; and, apart from any other infractions that may have 
occurréd, Mwhatcxwasee@the effect of ‘that on | precipitating. the 
arrangements which now have to be made. 


2 2.3.3,00ps ine 


My mathematics are not very good, but when you Knock off 
$200 million from the value of properties of which some portion 
was in the Crown Trust portfolio, wnether it was $56 million or 
$63° "million ‘of “thatvamortgage, / 1h “yours Knock Pthatesour woes the 
borrowing base and if the deposits which can be supported are 
somewhere between 12.5 and 20 times that amount-- 


Hon.oMr.sElgies Itars 20 itimesitom Crown Trust. 


Mr... Renwick: 21 “see. Then i) “should "Like. "co know rT wiat 
effect precisely the determination of the minister had in the 
reduction of the borrowing base, 


Last, I would like to Know whether or not, apart altogether 
from tnat determination of the minister, what deterioration there 
waS in the borrowing base, apart from that question of Knocking 
Out whatever the eligibity of the investments was. 


I don't Know whether I nave made myself clear. 
Mr. Rae: Pretty good, James. 
Interjection: Sure. 


Mr. Renwick: It ‘1s" a” “borrowing” ‘base’ "question; “which 
think this committee has to understand in the most graphic and 
simple way, because I guess that is what we are talking about, 


It does seem to me that if we could have a file of that kind 
of basic information we could perhaps efficiently go about our 
understanding of this bill which is reguested. All of this, of 
course, is essential before we move into the minute discussion of 
the bill on a clause-by-clause basis. 


af 


Me. Wetersons Peqwantnto,,go ~back to the» first, principles 
Ol gthis ibigd,. theatationale,fore.this bill. I.want .to spell, .it,_out 
as I see it, but I want you to feel guite free to disagree with my 
analysis, particularly in the light of the new evidence or 
whatever that came forward by Mr. Player yesterday. I am not 
suggesting that 1S accurate or validated at this point. It may or 
may not become so at some point in the future. 


I understand what ne is saying is that those buildings are 
worth half a billion dollars. Your position rests on the fact they 
are worth $300 million. You are saying tnereby, with $375 million 
worth of mortgages on those buildings they are therefore 
Overmortgaged, they are therefore in violation of the Loan and 
TouUst) wGeorporations,..Act, and therefore the thasa wraparound 
mortgages to those three trust companies, for a total of $152 
million, are in, violation of the Loan and Trust Corporations Act, 
thereby ruining the security for those mortgages. Tne next logical 
extension for you is saying that those trust companies have an 
insecure asset baSe. 


Do you agree that that is baSically your logic? 
Hon. Mr. Elgie: That is very accurate. 


Mr.» Peterson: Mr... Player’ 1S saying they are worth $500 
Million. He 1S Saying that they nave an arm's-length transaction. 
I do not speak for nim. I am just trying to sort this whole tning 
out, »because whate-this,isixnpossiply;. boiling .down.;to.is.a..very 
simple guestion about what tnose buildings are worth. I may be 
oversimplifying, and you help me out, because you have some of the 
Lines hemindseinwebis scounthsy. Sitting. at.this table. 


Hon. Pditacemicgiess Maybe sat ncoula askin Mr... Macdonald.. (to 
comment on that. I did so in the Legislature. 


Interjections. 


Mr. Peterson: Just so that I understand, and I want to 
put this in context before I finish, Mr. Player has been running 
this kind of deal for years. I will prove it to you if you want me 
to. 


He has been running this kind... of deal on smaller 
transactions for a number of years, whereby he would talk Seaway 
into taking a big second mortgage over tne face value of that 
building, at least over what it was sold for. He would throw in 
MURB money coming in the back end. to support that because they did 
not have the income stream from the buildings to pay for that. 
Tnat has been going on for a couple of years. 


You presumapdly--Mr. Tnompson is here--Knew about that. You 
presumapDly gave your tacit approval; at least you nad the power 
and the obligation under the law to go in, look at those books and 
alter them if you disagreed with tnem. SO presumably these people 
gained some confidence, and the pattern of a lot of those deals 
had peen worked out before between Seaway and Kilderkin for some 
period of time. 
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Then they applied those principles to the big deal. They are 
adding the added fact in here that it was an arm's’ length 
transaction on the third sale to the numbered company, so it was 
not, as- if it <was”~ a’ question “of .insiders» you may.hbave :diiferent 
information. They don't nave the income to Support it, but they 
didn’t. “Ime the *tother * buildings,” sSso~ thererore ""ne =WsS'"saying, 
presumably, he has got $15 million on deposit in Crown to cover 
any shortfall.iiin addition wtor that, nei hyyourarerrnoe riiappyvaerwirn 
that, he nas $109 million sitting in a Grand Cayman bank, against 
which he can draw to make up any deficiencies. Tnerefore the sale 
is good; therefore the mortgages will be honoured; therefore the 
mortgages are valid; therefore the security behind the trust 
companies is valid; therefore your whole bill is unnecessary. 


Hon. Mr. Elgie: Mr. Macdonald, would you comment on tnat? 
Mr. Peterson: Am I oversimplifying it, Mr. Macdonald? 


Mr. Macdonald: A don't Know wnether you are 
oversimplifying; you may actually be complicating it. I think one 
has to distinguish between the possible value of a covenant to 
Make mortgage payments and what happens if, for whatever reason, 
the covenant obligation is defaulted and one must look to the real 
estate as the source of value. 


Tne advice available to the minister and nis advisers during 
December and prior to the introduction of the bill on December 21, 
which was further confirmed between December 21 and the action of 
the cabinet on January 7, was that no prudent lender, looking to 
the possibility that he would have to re-expose that property for 
Sale in the marketplace, would have placed a value of more than 
$300 million on it. The minister has never said, nor have any of 
his advisers that I am aware, that the property iS worth $300 
million. 


Mr. Peterson: You said that-- 


Mr. Macdonald: We said it could not be worth more than 
$300 million and, given that there were first and second mortgages 
of- abouty $Z225,emrllion, Vitjviwas ¥impossiplersthat “any “part of che 
third mortgage, even at a $300 million level, could qualify as a 
proper investment for a trust company. 


Mr. Peterson: Let's just clear this up. My 
recollection--and Mr. Beddell can correct me if I am wrong--is 
that the operating premise for all of the government action was 
that they worth in the $300 million range. That has to be ‘your 
operating premise. 


Mr. Macdonald: The operating premise was that no prudent 
lender would attach a value of more than $300 million. There is no 
operating premise as to the precise value of those, simply that it 
could not exceed $300 million, and that is the only operating 
premise that was required. 


Mr. Peterson: SO by definition those subsequent 
investors are not prudent. 
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Mr. Macdonald: Pardon me? 


Mr. Peterson: By definition the subpseguent investors, 
Kilderkin and-- 


Mr. Macdonald: No. Tney may or may not have peen prudent 
from thelr perspective, but I tnink what one must remember is that 
the perspective of this minister is a limited one, but an 
important one. He has a regulatory obligation in relation to the 
protection of depositors who entrust their funds to a licensed 
deposit-taking institution. What he has to face is not whether, on 
a speculative basis, some transaction may or may not work out as 
people who are involved in the transaction hope it will. He must 
ask himself whether or not, in the case of mortgages, the real 
estate value iS supportive of those mortgages, the principal 
amount of those mortgages is not more than 75 per cent of the real 
estate value and the real estate value is independent of whether 
or not the covenantor paying money on the mortgage may be good or 
bad. 


12:40 pam, 


Mr. Peterson: With great respect, you have just 
COhntradictedwyourselt.. You said you. have not had an operating 
premise as to the value. I am telling you you nave. 


Mr. Macdonald: I Said we have an operating premise that 
the value did not exceed $300 million. I Said tnat we did not nave 
to have, and did not have, an operating premise as to a specific 
value. All we needed to Know was that a prudent lender would not 
lend more than $300 million. 


Mr. Peterson: You are saying it is anything up to $300 
Millions anot.i MOLe. than «2300 emillion,, So “you, applied a .value 
judgement to those buildings, whicn you nave the right to do under 
the law. 


Mr. Macdonald: The obligation. 


Mr. Peterson: You have the obligation to do it. Why 
dgan"tes¥Our dis itantom the, Last “two “years” when you: had tne 
obligation on a whole bunch of otner transactions, albeit smaller 
in value? Why is it now-- 


Mr. Macdonald: Don't point at me. I wasn't around. 
Mr. Peterson: You are the spokesman now, Mr. Macdonald. 


Mr. Chairman: Mr. Peterson, I would point out that he is 
speaking at the instructions of the minister. 


Mr. Peterson: All right, Mr. Minister, tnis 1s 
fundamental and germane to this entire issue, as I see it, because 
the whole thing ninges on the valuation you nave put on it. You 
have said it is worth no more than $300 million; that is your 
operating premise. Other people-- 


Hon. Mr. Elgie: Tnat a prudent lender would not put more 
than $300 million, and we accept that premise, yes. 
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Mr. Peterson: SO we agree. 


Hon. Mr. Elgie: With great respect, Mr. Chairman, we are 
dealing with an act relating to Crown Trust. I clearly said, and I 
have said it many times, that there other issues related to the 
Other two trust companies and related®*to "‘the © practice, and 
procedures of the ministry, but the matter before us today is the 
issue of Crown Trust and the actions of the government in respect 
to it. I will ask people to comment on that aspect of things, and 
another day will be for discussion on other matters. 


Mr. Peterson: Okay. The gut issue here is $130 million 
worth of so-called soft assets in Crown that allows you to move 
in, that you are moving in because you nave got $130 million worth 
of soft assets. They. are roughly $53 million to Daon, which” you 
tola me today has been solved. 


HON. Mr BIgle: NGO, I didn. t say 2c hae seen  sOlyeuce =e: 
said we could talk about it. 


Mr. Peterson: We got $63 million on this deal, plus-- 


Hon. Mr. Elgie: As you know, Crown Trust, in 
anticipation of the proposed purchase of Greymac Trust Shares, 
advanced $7.5 million to Mr. Rosenberg. There are matters pefore 
the OSC ‘now relating ‘to that, *so I-"am not "prepared™to “comment “on 
it further at the moment. There is another loan to Carlyle Eagle 
in the amount of $2 million, secured by snares, and there is 
another loan to Kincorp Holdings in the amount of $3.8 million, on 
the basis of promissory notes. 


Mr. Peterson: These are small by comparison. rer Ts 
certainly an arm's length transaction, which I understand. You can 
give me the details if you want to, but the two big deals are tne 
Daon deal and the $63 million that has gone into this deal. 
Presumably, you could have withstood an assault on tnose little 
ones, but it is these two big ones that are really the killer and 
become the issue of why you moved in. We will talk about Daon in a 
minute, but let’ me just talk= about ‘this $63 millvon—back™onethis 
deal. The only reason it is soft is that you have said a prudent 
lender would not pay more than $300 million for these properties. 


Hon... Mr.>_EBlgie:) That; 1S) not. quite sir lonL.s  NObDGay ocr 
that a prudent lender would not lend more than 75 per cent; and we 
said it is 75 per cent--at tne most, $300 million. 


Mrs Macdonald: Mr. Chairman, I would just like to 
correct something that I don't think Mr. Peterson really intended, 
If the asset is soft, it is not because of anything the minister 
says, it is because of the reality in the marketplace. 


Mr...) Peterson: Fyour® tassessment-Wtofht theserealityy “inal the 
marketplace, SDeam, Just trying: tombe litair.+© Mebane bayer ecer tain 
Arabs; if ~ ins fact) they exist,” and “certain “other® trust “conpariy 
officers nave a very different view of reality than you do. Would 
you not agree with me? 
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Mr. Macdonald: Well, Mr. Chairman, tney have a very easy 
way Of providing a test of their view of reality, and that is they 
could buy these mortgages at their principal amount if that is 
their view. Tnere is notning in this bill that prohibits them and 
no one has yet come forward eitner from among their group or from 
anyone else in the community who believes tnat these are mortgages 
that they would like to pay this price for. 


Mr. “Peterson: «This “ais. your, »idea..of." poetic justice then, 
that because they are not prepared to buy them back-- 


Mr... Macdonald: .Mr. Chairman, I will give Mr. Peterson at 
some other time my view of poetic justice if ne would really like 
fy 


Mr. Conway: Since you were prepared to give it to the 
editorial boards of certain newspapers, I would nave thought that 
in some deference to this Legislative Assembly you might have at 
least taken the opportunity, but that is perhaps another point. 


Mr. Macdonald: I was going to say, do you really want me 
to-- 


Mr. Conway: Well, it Sure as nell bothered some of us to 
see it on the front page of a newspaper, Mr. Macdonald, with all 
due respect. 


Mr.Rae: Rather than at a private meeting of tne Liberal 
Party. That is what bothered you. 


Meets ol think In “fairness “In; will,scally ,on,AME; 
Brandt and then Mr. Rae. Let us get back into the order. 


Mr. Peterson: I certainly have not finished, unless you 
have a new closure rule you are introducing. 


MGonacnadimansvs NO; but - you. are..on..a..supplementary... Carry 
on. 


Mrs. = Petetsons —f want to ,.discuss ‘this Daon matter too, 
and perhaps you can tell me the status of that. I read in the 
paper it has been shoved down to a second, following some bank. 
What is the security there? 


Hon. Mr. Elgie: I will be pleased to comment on that for 
you, subject to anything that Mr. Biddell may wish to add. If you 
recall that Crown Trust advanced. $53 million on the construction 
of a large downtown commercial pbuilding in Vancouver because it 
waS in trouble. It has all been advanced ana the bulk of it went 
to a bank. There was also--the phrase may not be rignt--a letter 
of credit given for $10 million which has not been called and 
which will not be approved. The situation that confronted those 
operating Crown Trust in the past two weeks is the fact that they 
have a shell of a building in downtown Vancouver approximately 40 
per cent complete ina soft rental market and they have an absence 
of financing to complete it and have the very real potential in 
the eyes of the British Columbla government tnat construction on 
that building would cease completely. 
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On that basis, discussions were commenced by those operating 
and acting on behalf of Crown Trust as to what we might do to 
better ensure the viability of the moneys advanced by Crown. It 
was concluded that the only real possibility of improving the 
acceptability of that outlay of money was to agree by order in 
council to having that mortgage become a second mortgage to moneys 
put “up “bya bank “apr tothe vextent ofS LO000mmIMbiom-tokaliow sthe 
completion of the building and with that bank then renting a 
significant | portion. o£) thes buiddaing sand: sto abbowe construction geo 
proceed, ending the real danger tnat it was going to stop. 


That decision to»do ‘thate was not» reached «in any shaste. 
Rather, it was a decision reached after independent evaluation by 
Mr. Biddell, by Mr. Richardson, and then in turn by consultation 
with the advisory committee relating to the registrar's position. 
By that I mean Mr. Allen Lambert, Mr. Tom Bell, Mr. Shuve, who is 
here, and the other two gentlemen, Mr. Taylor and Mr. Voelker. It 
was agreed that this was the most acceptable and only viable 
option in order) cOntEey tO retain “a” better ‘returcn= or *Che™~ noneys 
that nad been placed-- 


Mr. Peterson: How secure iS it and what is it worth? 


Me.) Biddell:eWe;r G@ossnot sknow_uwhat’ itrelsisiwoOrunee 1 Gaaseac 
nalf-completed office building in downtown Vancouver. Crown had 
put $52 million in it and had a first mortgage position, but Crown 
also had a legally binding commitment to subordinate that first 
mortgage to moneys to complete construction of the building. We, 
and the advisory committee to Mr. Thompson, headed by Mr. Lambert 
and others, looked at it very carefully and there were extensive 
discussions with the Bank of ‘Montreal, which » was" olannienge «co 
provide the construction funds. 
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Only yesterday, I believe--it could have been the day 
before--was agreement reached, and a recommendation was made to 
Mr. Thompson with which he concurred, that that commitment that 
Crown had outstanding would be followed up, and it was agreed 
that Crown's first mortgage position would be subordinated to the 
construction funds to allow the building to proceed. 


We all decided that tnat was far and away the best 
opportunity “tfor. = Crownvetod realizem anythinigacat> aise Oni thease ss 
million. How much it will recover we will not know for a year or 
two until the building is completed and, hopefully, fully rented. 
Certainly there is no anticipated: recovery on that $53 million for 
at least two years. 


Mr. T. P.cReid:7It*s another’ Minaki Lodge? 
Mr. Peterson: YOu mean no interest payments or anything? 


Mr. Biddell<s Wer are going ito“ getag5+ miiiornmrors meeback 
when the Bank of Montreal comes in. 


Mr. Peterson: Of capital? 
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Mr. Biddell: No, no. 
Mr. Breithaupt: No capital return is expected. 
Mr. Peterson: Are you getting interest payments? 


Mr. Biddell: There will not be any interest payments I 
ado not believe until such time as the building is completed and 
probably well along to pe rented. I dao not have the precise 
details of the Subordination arrangements with the Bank of 
Montreal. I can obtain them. 


Mir. tHGCELSOnR are woo rolling sup” Chat-a interest? Are’ you 
deferring interest? 


Mr. Biddell: Oh, yes, we are deferring it. NO way was 
any commitment given to forgiving interest. 


Mr. Peterson: So it iS a business judgement. You may be 
right, you may be wrong. You may get your dough back, you may not 
get your dough back. Nopody knows at this point. 


Mra Bradet ls: Oulite right. 


Mr. Peterson: And nobody is prepared to assign risk 
Paceors to wit, 2ZO per cenc,, 50. per, cent-- 


Mr. .Biddell: Yes, there are very high risk factors, but 
we did not have any alternative. 


ME Suererersonm: | Okay, icine your “judgement. you “did not. nave 
alternatives. 


Mires n leeds. oat Se TInt. 


Mie pe-eLoeons a Thatosrs i far .enougnhn.« You. are. being. pala” to 
exercise your judgement, but you are also being subjected to 
scrutiny for that judgement too. 


Mi yeaee Ls oat SOLry. 


Mires Petersons? Tihis..1S still “not (a dictdtoersnip, ana “that 
will remain to be seen one way or the other. 


Back to this Crown thing, because I see the whole thing 
increasingly hingeing on this question of valuations, your 
business judgement, the business judgement of tne registrar who is 
legally responsible for all of this. I say this with no great 
disrespect personally, but I nave not seen very much to merit any 
faith in the judgement of the registrar or the minister. 


Over the past two years we have seen these things, and I 
gather you do not want to talk about this now, Dr. Elgie, about 
the identical kinds of transactions that were going on anda which 
you allowed right under your nose. This is the first time that I 
am aware of where you have decided to exercise your judgement, 
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revalue buildings and then draw the conclusion it is so serious we 
have to step in and take over ‘all of 'these = assets, “with the 
concomitant damage to the reputation of the entire industry. I 
mean the repercussions of this thing are far from over. 


you: ‘obviously & thought eft sewas Wwety?;o very sefticouser You 
obviously thought the value was not there and you thought it was 
not. there because), of} the $300-milblion Ovaluation. tidtalisw that 
Simple. 


Let us assume what Mr. Player said is right and he can 
validate it; I do not know whether he can or cannot. Let us Say 
that those Arabs bought those buildings at arms' length for $500 
million, knew what they were doing, were prepared to back up the 
deposit. Why would you not, at that point, say: "Well, a prudent 
Arab investor is prepared to spend $500 million on _ those 
buildings; therefore they are worth $500 million. It is only 
mortgaged at $375 million, so it roughly conforms with) the 75 per 
cent rule and we have convenants to back that up"? 


Hon. Mr. Elgie: Mr. Macdonald, would you respond to that? 


Mr. eMacdonaldwiouwl emignt Lcéespondg toaithat Pinwoethis Way. =EL 
there really was a sale of $500 million--and it remains, however 
many months later, unclear that there was--if in the books of tne 
companies that made these loans there was any evidence of the 
financial viability of the borrowers of these mortgages that gave 
one confidence that the mortgages could be paid for and that would 
have been normal in any responsible lending institution of which I 
am aware, then one would have had to consider at that point, 
whether one of two tnings was possible: that the evidence of value 
in the market place that responsible people, and including as 
tough-minded people as Cadillac Fairview in terms of getting the 
kind of price that they felt they can get, and of “as” good 
valuators aS Laventhol and Horwath, who did the valuation for 
Cadillac Fairview, and in the Light of the’ fact -that-thesbullaings 
were on the market for a number of months without any buyer before 
this happened, and on the basis of cash flow asSumptions as to 
what this, as a piece of real estate, could hope to generate as a 
piece of real estate; if there had been real money clearly there, 
one would have had to assess all those negative factors, and it 
would have, still. told) \you+it .wasé4inot more. cthan —$300-—miltion, 
whether that ought to override their judgement and find that the 
market had suddenly moved up from $270 million by a very tough 
professional operator to $500 million, you would have _ been 
scepticalyaboutathat. 


Laying that aside, if one concluded that there were aspects 
of this transaction that were not completely real-estate related, 
even if there appeared to be money available that was unrelated to 
the real estate--that 1s, a source of funds unrelated to the value 
of the real estate that was available or partly avallable “to 
service the mortgage--that fact would not alter the real estate 
value. The real estate value is the value” that property will get 
in the market when it iS re-exposed. 
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You have quite properly pointed out that judgement was 
involved in the decisions of the minister and tne registrar, 
leading first to the legislation and then to the order in council. 
That's the problem with being a regulator. The judgement that had 
to be made was whether, on the basis of everything one saw, one 
could continue to allow these companies out there to receive 
deposits from the public, or one came to the conclusion that there 
waS not a borrowing base sufficient to support that continued 
privilege. 


Mr. Renwick has asked for, in my judgement, tne absolutely 
right material in order to enapdle tnis committee to focus on the 
issue of the borrowing base. But it was not something where the 
responsible regulator could say: "I just won't bother to make a 
judgement." He nad no alternative but to make the judgement. 
Having made the judgement, he's got no alternative but to present 
the basis on which that judgement was made. 


Mr. Peterson: Why did this responsible regulator allow, 
I think, 39.6 per..cent of .the.mortgage portfolio. of Seaway Trust, 
some $70 million, to go into absolutely identical deals over the 
past two years, where, on the very same logic you have just 
explained to us, it would have been a clear violation, grounds to 
revalue, grounds to move in seize Seaway Trust two yearS ago? You 
explain that to me. 


Mr. Macdonald: AS I have said, I advised the government 
and. <the. minrsterie in vmespects.ofe sthessproblems.. arising» in, the 
initially presented form of tne Cadillac Fairview transaction. 
That has been my mandate. My mandate does not extend to 
discussions that you're raising. 


Lopems 


DLL. Peterson: Let me tell you, those so-called soft 
assets in Seaway developed over a couple of years represent a 
higher percentage of the portfolio tnan do the so-called assets in 
Crown. In other words, by proportion it was a much bigger deal and 
Snould have called attention. 


I say to you again that the bad habits these so-called 
financiers and trust company owners acquired in the past two years 
were applied identically to this situation. 


Mr. Macdonald: From my perspective, in terms of the 
advice that I was called upon to give-- 


Mr. Peterson: Well, let Dr. Elgie answer this. 


Hon. Mr. Elgie: I've answered that before many times in 
the Legislature-- 


Mr. Peterson: Not to me. 


Hon. Mr. Elgie: --and matters related to the other two 
trust companies will be obefore tne Legislature for those 
@iscussions. I hope that you want the kind of balance, when they 
are discussed, that I want. That is my sole aim, that they will be 
discussed. 
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Mr. Peterson: I am very dissatisfied about getting this 
piecemeal-- 


Hon. Mr.°--Elgie:” F- understand “what=-you Pare-r’saying, Sbut 
let's keep our eye on the centre of the experience here then. 


Mr’ Peterson: --with your frankly hypocritical view, 
that you'll tell “us~‘this™ but not ©’ this, you. move’qine Chén? but! not 
then. 


Mr. Rae: If Mr. Peterson would allow ae supplementary 
just on this point-- 


Mau Chairman: Excuse me, Mr. Brandt, are you also 
allowing the supplementary? 


Me’. .Br.andt:: ] Not) ,on wthis ~pointa’ Dt’rwaceonestiesrecat fice 
point, \some ANOUslS)48G0~- One Mires RENWICK. Vs SOraginat | (POrnU ss ite=rc co 
appropriate now I can raise it. 


Mr. Renwick: I'li”*speak to”you-privately about’ it. 
Mr. Brandt: Do you promise not to tell? 


Me. “Charrmans= Then--thereitis=Mre Reid sand“eMrwecunhingham: 
Do you all wisn to defer and let Mr. Rae have a Supplementary on 
this point? 


Mr. Cunningham: My original supplementary-- 


Mr. Age P. RETO: My question: Seis Saboutn theo .offginas 
valuation. I would like to see tabled the valuations done for the 
government, for Mr. Thompson and for the minister, by the real 
estate people or whoever in his ministry, valuing those properties 
at whatever they were valued. 


We have heard about a judgement call, but I would like to 
see the document that says, "In our view, on the market today 
these buildings are only worth $300 million." I would like to know 
who did it..I.would like.to.know the,daté> they didiit.fand "Eiwould 
like to Know what credentials they had for doing it. I would 
presume that there would be more than one valuator in a deal this 
size. 


We have heard this morning about Mr. Harkness, I think, of 
Queen's University, albeit for Mr. Player presumably, who says 
that these buildings might be worth almost $600 million. Without 
those documents we can't make a judgement, 


Mr, ovPeterson:; «Have a yourtooked fuat= thebrsivaluation?e yHave 
you looked at Mr. Player's valuation? He sold this to, presumably, 
people wno are somewhat aware. On the other hand, have you looked 
at his interpretation? 


Interjections. 
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Mr. Peterson: The answer was no. 
Mr. Swart: On a point of order. 
Mr. Chairman: Mr. Swart has a point of order. 


MO.  owatt: What. is the list that you. have? . Is _ Mr. 
Peterson ifmmibhe sright »iplace. in, fhe ,.orderse See De. On a 
Supplementary? 


Mr. Chairman: He did get a supplementary to go in here 
ahead of Messrs. Cunningham, Brandt, Reid, Rae and Renwick. 


Mr. Peterson: Witn great respect, Ta was not a 
Supplementary. Mr. Cunningham deferred his place to me. 


Mrewchaltimant.yes, ne did.. Boat is correct. 
Mr. Peterson: That's not a Supplementary. 


Miron Chal rmane. NO, that's a supplementary when you_ go 
ahead. He permitted you to go ahead of him on a Supplementary. 


Mr. Peterson: I'll have to read your dictionary. 
Mr. Chairman: I think we are back to Mr. Peterson. 


Mi», freterson: _~JusSt..,one..last «question. eld awake ethis 
easy for you. 


You've got your own valuation saying it'sS not worth more 
than $300 million or a prudent investor wouldn't invest. You are 
going to table that with this committee and we will have a chance 
COmLOOK@at. Lt. 


Hons. -Mrnnbigie: - havenitaindicated that. 
Mr. Peterson: I am asking you to do it. 


Hon. Mr. Elgie: The cabinet nad before it material that 
Satisfied it, but I will have to take that under advisement. 


Mr. Peterson: I want to ask you this: Have you seen any 
of Player's documentation, or this Professor Harkness, whoever he 
is, nis analysis of the values of those buildings? Have you looked 
at their documentation and did you contemplate that when you were 
putting your own valuation on tne buildings? 


HON. WME ined les The valuations you are speaking of 
would, of course, be material that Woods Gordon reviewed prior to 
preparing the interim report wnich I presented to the Legislature 
and which I nave indicated today, in view of tne fact that the 
Daon Development Corp. matter has been resolved to an extent, can 
be tabled with this committee in its entirety. 
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Mr. Peterson: So you will table those other valuations 
of buildings? 


Hon. Mr. Elgie: I will table the Woods Gordon report, 
and I indicated that earlier. 


Mr. Peterson: Did you discuss these valuations with Mr. 
Player earlier? Did he come and say, "Look, they are worth $500 
millionvand I %can prove. ree? 


Hon. Mr. Elgie: Have I discussed it with Mr. Player? 


Mr. Peterson: HaS anyone? Have you ever discussed the 
value of those buildings with Mr. Player and ®theard.® his 
interpretation? 


Hon. Mr.* Elgie:~’*As ‘you “Know; °""Mr'e’ Player, «and (ro-believe 
his counsel, met with Mr. Crosbie and explained the value 
principles on which he was operating. 


Mr. Peterson: You know, the more [I listen to you, the 
more I think you have done what you have done on the thinnest of 
pretexts. You owe uS a much bigger explanation. I'm telling you, 
the more I hear from you guys the more worried I am. 


Hon. Mr... “BlgQlevrLetotme “tell = you',-*1'm note aworrtiedervand 
I'm convinced we're on very solid ground. I have no worries about 
that. I have put myself on the line about it, my friend. 


Mr. Swart: May I have a supplementary directly on the 
guestion of valuations? 


Interjections. 


MrecooChairman:” "That™s '"correct? ! "these *other™ people-=2 "Mee 
Brandt. 


Mr... Brandts*¢ I @wtll @bev*as 'briete“as = Scan tons those Tc 
follows the line of guestions that were raised earlier by Mr. 
Renwick. 


I think it would be helpful to the committee if we could 
nave information relating to the division of assets that are being 
proposed in the context of Bill 215. The bill very specifically 
says that certain assets and obligations are contained within this 
bill and ostensibly would be sold. I think the earlier references 
to a financial statement would be helpful, but by extension it 
would be helpful as well to know exactly what part of what 
percentage and the detailed information relating to those assets 
that would be disposed of would also be helpful to the committee. 
I would like to add that to the list that my colleague raised. 


Interjections. 
Mr. Watson: I draw your attention to the clock, 
Mr. Chairman: The attention of the chair has been drawn 


Co the ciock. “It “ds past one o clock, sour Usual time, LOsrice.. Ne 
only sit beyond that on unanimous consent. 
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There is a Crown Trust annual report, 1981, being 
distributed at this point, with the 1982 interim report for the 
nine months ended September 1982. Shall we adjourn now _ to 
reconvene following routine proceeedings on Monday next? 

Mr. Rae: We have no objection to hearing from Mr. Shuve. 

Mr. Renwick: It was ruled we can sit any time we want. 

Mr. Chairman: No. We can sit any time we wish within the 
precints of this building outside of the times when the House is 
Sitting. At that point we need the order of the House. You will 
recall that we went to the Clerk of the House on Bill 179 and had 
this spelled out to us very intricately. 

Interjections. 


Mr. -Brandt: If it is possible, pernaps we could resume 
informally without motions. Some of the members do have to go. 


Mpea7Tach. Reid:sit hassatocbe onithes record; 


Mr. Brandt: Some of the members do have other 
obligations and have to go. 


Interjections. 


Miu BhepGtecnnl SalsjsenOte Crying..to .be obstructionist:. I. .am 
trying to be helpful. 


Interjections. 

Mr. Brandt: We can resume without votes. 

Mr. Chairman: IS it the understanding that we reconvene 
without any votes? Does each caucuS agree? DO we have consensus? 
The NDP? 

Mr. Rae: For this period now? 

Mos iChairmansvyes, -£or \today. 

Right, that is the consensus. 

The committee recessed at 1:07 p.m. 

L3iL0M Dp alls 

Mr. Chairman: we are back on tne record. Wwe are 
reconvening for the purpose of hearing from Mr. Shuve. It 1s 
understood it is the consensus of all three parties that there 


will be no further votes today. That is agreed. 


Mr. Renwick: The next time the clock is recognized, that 
is it. 


Mr. Chairman: The next time the clock is recognized, 
that will be the final recognition of the clock. 
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Mr. Conway: In the Ontario Legislature, we all know 
that just about anything goes. 


Hon. oMry ‘Eigier’ Mee’ Chairman, prior’Stoe hearing Strom Myr 
Shuve, I wonder if members would consider it appropriate, to start 
off any comments or questions that you might have relating to Mr. 
Shuve, if -Iwere ‘to-read *you‘a Wetter “that: shee wrote’ Sto toy tie 
registrar, dated January 27, 1983, and you can have a copy of this. 


"Dear Mr. Thompson: 


"IT am writing to you to express my concern over what is 
happening to the estates and trust business of our company as a 
result of our inability to assure our clients that Crown Trust Co. 
will be continuing in business under responsible management and 
contro. 


"Notwithstanding very major efforts by our staff, most of 
whom have long service with us, and very few of whom have left 
Since Mr. Rosenberg took control of our company, a considerable 
number of our long-time trust clients have taken their accounts to 
other institutions. Since January 7 of this year, in Montreal and 
Toronto alone, we have lost 55 personal trust accounts, two major 
pension fund accounts, and three significant corporate trust 
accounts. In other branch offices, we have also lost a significant 
amount of buSiness. 


"Every day myself and my staff are speaking with other 
Significant clients who are becoming seriously concerned because 
they are losing confidence in our ability to hold the business and 
Organization of Crown Trust together. 


"We have an excellent staff and a valuable trust client 
base. I fear that, unless by the end of this week we are in a 
position to positively assure both our staff and our clients that 
Our business is going to continue under proper auspices on a 
permanent basis, the erosion of Our business will quickly become 
so severe as to threaten the: future viability of this 8&8-year=old 
INStmcCuclon,. 


"YOULS#very truly, 
Me. Manuve..” 


Mr. 8 TOR Poi.y Reld:a° Why Sedo. you-lanot Sq vest ithe fmassumance 
publicly now of continued operation? 


Mr. Chairman: Gentlemen, we reconvened to near from Mr. 
Shuve. Mr. Conway did ask permission and I gave a signal for a 
very short comment because we are staying here to hear Mr. Shuve. 
So if you have a point really germane to that letter-- 


Mr. Conway: Absolutely. I have been anticipated by at 
least two of my colleagues. ©Mr.) Minister’, «didod hear correctly 
that date was January 27, yesterday? 


Hons Mr. «Bblgie ves. 
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Mr. Conway: Mr. Shuve, the question that would recommend 
itself to-- 


Mpee@ Reeet hithatyenbappencGpetton.e the esold« Adet2s Dig isthat 
dissolve whenever you recognized the clock because I seem to 
recollect I was on that list ahead of Mr. Conway. 


MowncChabumanteiMrc,.| wRac, 69 thatwsdtisappedredeay,.That iwidlscarry 
on on Monday. We are staying here to hear from Mr. Shuve. We 
reconvened. 


Mr Tm Oonways: oLnehiavernhustieones quick questions: «Mre) Shuve), 
the guestion that would recommend itself to many of us is that, 
notwithstanding what you have said in your letter of yesterday, is 
what would be wrong and would prohibit the government of Ontario 
from giving a very firm, direct assurance along the lines of your 
invitation eéno that: wetter. ¢so pthatiethere; would. bes confidence: vin 
the community at large that this 88-year-old trust company is 
going to continue because tne government of Ontario says it will 
not see it collapse? Wnat is wrong with that happening? 


Hon eMmvePigieoiMrsseChaitmanjeiwith respect, othate ts ra 
political question being put to Mr. Snuve. The government of 
Ontario, through its agents, has had discussions with the Canada 
Deposit InSurance Corp. and has tentative arrrangements in place 
that will be consolidated if there is a firm commitment that this 
legislation will pass on a fixed date. 


If I can have that from you today, my friend, I think we can 
solve our problems, put to ask Mr. Shuve about whether or not this 
government is prepared to do something it has no mandate to do is, 
I think, an inappropriate question. I can answer for him that this 
government is not prepared to do that because we have arrangements 
in place that are appropriate for the process and I am asking this 
Legislature to allow us to put them in place. 


Mr. R. F. Johnston: If I might draw your attention to-- 


Mr. Chairman: Excuse me. We have had Mr. Conway. I will 
allow Mr. Rae. I will allow one Progressive Conservative, and that 
is it until Mr. Shuve makes his statement. 


Mrs Rae's I want to ask Mr. Shuve some guestions 
following whatever statement he has to make and following the 
chance to have a review of the letter which Dr. Elgie read to us 
on Mr. Shuve's behalf. Can we nave a statement from Mr. Shuve and 
then have the regular tour of questions to Mr. Shuve? 


Mr.» Chairman: Can I hear from this party over here as to 
its representations on what we are nearing and wnere we are going, 
Our procedures? We reconvened for one purpose. 


Mr.» Conway: I thought I heard an ex cathedra statement. 
Ispeteore:is) itrmot ex -.cathedra? 


Mr. Chairman: You are going to have to get to the Latin. 
I only went to four years of law scnool. You are going to nave to 
help me with that. 
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Mr. Conway: You are chairman of this committee. You made 
it very clear to me that you are to establish the rules that were 
going to govern this supplementary session. What are the rules? 


Me. Chairman: Since I extended them a slight bit for 
you, TI ‘wrllesextend=themPalsowiorras porn byYEMmerRaetenowy ane 
defers, ne waives that. 


Are the Progressive Conservatives waiving? Yes, by their 
hand signals, ‘they®™are? Swaiving })*Thatalisiateyisthere . wainoMbeioa 
statement by Mr. Shuve. There will be no further discussion, 
cross-examination or guestions of Mr. Shuve this afternoon. 


Mr. Rae: With great respect, EE do not want to be 
difficult. I thought that the understanding we had reached was the 
following: Mr. Shuve would make some sort of statement, in 
addition to the letter which tne minister nas read. On the basis 
of that statement, we would be allowed to ask certain guestions of 
Mr. Shuve. 


I do notvsthinkjethata sisi unreasonab! esmithaters mthertiwayerl 
thought we were planning to proceed. IS that unreasonable? 


MroweChairmand?) First thatewassinot ther understandcina.ggaAkt 
the point we reconvened we did not even know of the existence of 
this letter. Therefore, obviously, that was not our understanding. 


Mrvo Raes Inv that case, wil’ @ambemaking itamiproposali gitoseyour 
Mr. Chairman, which I would ask you to put to tne other members of 
the committee. Is it not reasonable that Mr. Shuve make some type 
of statement and, following that statement, other individuals be 
able to ask questions according to a list that you keep, whicn I 
would have thought would be the procedure? 


Mrs Chairman:” (What S7°awpal? dowtisvallowmhimacto: sq67toirmsana 
we will play it by ear, witn everyone staying reasonable. 


Mr. Conway: It seems that we nave quite a different and 
new Order and I appreciate that, Mr. Chairman. 


Mr. Chairman: Yes, and we are going to see at the end 
where this leads. No votes. Tnat is understood. No votes today. 


Mr. Rae: With respect to the new list you now have, Mr. 


Chairman, I would just like at some point for my name to appear on 
that. Vist 


Mr. Chairman: You are first on the list, Mr. Rae. 


Mrs (SnuvexsyP The aetten? deesenteseito IMragothnonpsonmdtyesterday 
very clearly outlines the concerns which we nad at Crown Trust, 
and I am speaking on behalf of the staff of Crown Trust, which 
numbers very close to 500 people. These people have been in the 
position for the past 23 days of not knowing where their future 
is. They have been dealing with our clients. They have been 
putting their own credibility on the line, assuring clients that 
everything is going to be fine. 
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We nave had a lot of Support from our clients. We have lost 
business and we are continuing to experience a loss of business. 
We are faced with the situation of uncertainty. I think the only 
thing that will resolve the problem and restore the confidence of 
the publice:in>s Crowme«Prust Cos ,)-and put the, minds;>..of the. staff at 
ease is some action by tne Ontario government, the Canada Deposit 
Insurance Corp., or whatever other body is involved, which will 
puberGrowp JErustse ow. dn zehe spesition of, having, “all, ors, the 
restrictions removed from depositors' funds so that tne operation 
of the company may be returned to normal. 


I. think thes other, thing: that: is» vital -to our, carrying on.and 
getting things back to normal and retaining as much business as 
possible is the identification of new ownership of the company at 
the earliest possible moment. I asSure you that the staff have 
made a tremendous effort to hold on to the business, to keep 
things going. They have acted very professionally. I am very proud 
ofethem, \but- itcis becoming, increasingly difficult. I think Ienave 
set that out in my letter to Mr. Tnompson. 


Mr. Rae: Mr. Shuve, does it matter to you whether you 
get that assurance from the government of Ontario or from the 
Canada Deposit Insurance Corp. or from anyone else? Does it matter 
to you where that assurance comes from as long as you get that 
assurance? 


Mr. Snuve: F think thats ,7as long as we nave the 
assurance, we can paSS on to our staff and our clients the fact 
that everytning is fine and that we are back in business on a 
normal basis. As far as I am concerned, I don't really care where 
tevcomesy from: yhewouldn¢t want) to «say \thatyitsdoesn’t -.matter., It 
does matter to me that it comes from a responsible source and I 
can rely on it. 


Mr. Rae: You would consider the word of the Premier of 
Ontario UMraw DavisS)iesOr Dracehlgie:. himself,..on behalf of, the 
government of Ontario, as a reliable source to give you that 
assurance? 


Mr. Shuve: Yes. 
Mr. Rae: I tnink tnat is an important statement. 
Hon. Mr. Elgie: My word is-- 


Mra9 Raes +With»s»respect, I waS aSking questions of Mr. 
Shuve and not of the minister. 


Mr. Macdonald: In fairness to Mr. Snuve, it is obvious 
that neitner the minister nor the Premier can make an assurance 
that encompasses a buyer who comes to the conclusion that what he 
thought he was buying is not, in fact, what he is buying. The 
Premier cannot guarantee that somepody will buy until someboay 
buys. 
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Mr. Rae: No vone »is suggesting, ;that.« Lowant-«to put this 
guestion to Mr. Snuve with respect to the future of Crown Trust. 
Would you prefer, or do you think the employees of Crown Trust 
would prefer, that the company carry on as an integral unit wnose 
existence iS guaranteed by tne government of Ontario with the 
safety of its deposits guaranteed by the government of Ontario? 


Mr. Shuve: I have just returned to the company within 
the last three weeks and I would not want to answer tnat guestion 
on behalf of the staff. 


Mr. Rae: I can understand your reluctance, but you were 
speaking on behalf of the staff with respect to other matters. 


Mresa SHuve ? 959 would 1 onkyowDike @toP sayovenaeene would furveiite 
see the ongoing operation of Crown Trust, in whatever form, be 
carried on under responsible ownership. 


Mrs -Rae: + you essay) > "Sincesianuaryainjooot Sthis oyearpenin 
Toronto and Montreal alone, we nave lost 55 personal trust 
accounts, two major pension fund accounts, and tnree significant 
corporate trust accounts." Can you give us some sense as to what 
percentage of your business that is? 


If I just may elaborate for a moment. You'll appreciate that 
if you have four significant corporate trust accounts and you've 
lost three of them, that is qualitatively very different than 
having 100 major corporate trust accounts and losing three. 


Mr.o Shuve'’ss (It Awouldiavary) lin m@thessperisohale teusttyanearved 
would suggest that we are talking something in the area of two per 
cent to three per cent of the assets under administration. 


Mr. Rae: You have lost two per cent to three per cent in 
the last three weeks? 


Mr... Shuve: ‘Right.." "In" the e-pension FareaflviG woula think 
we're looking in the area of something closer to 20 per cent to 25 
per cent, because those things tend to bevlarge accounts.) "Inthe 
corporate trust area, I couldn't give you a specific percentage 
number. I Know tnere are tnree out of many nundreds of accounts. 


Mr. Rae: Out of many hundreds of accounts, you've lost 
three? That is somewhat less-- 


MES.) SnuUVes’ 1. Chink the. important = part, wspechac a Loto 
what we have lost to date. This state of uncertainty will cause us 
to lose considerably more over the course of the next weeks. 


Mr. Rae: We understand that, and I want to make it very 
clear to you that we are posing absolutely no impediment to the 
government of Ontario making a public statement with respect to 
its guarantee of the future integrity of Crown Trust. Absolutely 
no impediment. In fact, I called on the Premier to make such a 
statement several weeks ago. I! want); youl ltot Kknownithati stor bthe 
register, 


Be 


Hon. Mr. Elgie: You know that no statement like that can 
be made in the absence of an assured buyer under tne circumstances 
that exist. 


Mr. Rae: No, I do not know that, Mr. Elgie. Witn great 
respect I think one can say that is a matter of argument. We may 
differ in our opinions on that. 


Hon. Mr. Elgie: Yes, we do, significantly. 


Mr. Raezs oThat. is fines Now, Mr. “Shuve,with respect to 
the withdrawal or loss of these accounts, how does this relate to 
thee situsttoniwith? respectarto thew sizercand:-so son of the) ICDIC 
guarantee? Are the people able to withdraw their accounts? How is 
this now operating? Can you explain that for me? 


Mr. Shuve: With reference to the trust accounts which I 
have referred to in my letter, those accounts may be removed. 
There are certain restrictions on cash balances where the 
Limitations ismup toss 207000¢ 


Mi PRae so sBut > there viis ono restriction withy respect. to cthe 
Size of a personal trust account that may be withdrawn? 


Bir s Shuve: Tnat is CORTeECGE because there is no CpaC 
involvement in those assets. Those are not assets of the 
corporation, those are assets held in trust for clients. 


Mr. Rae: AS part of your trustee relationship; and there 
has been no problem with the withdrawal of tnose moneys? Is that 
causing you an immediate liquidity problem of any kind? 


Mr. Snuve: NO, that does not concern the Liguiaity 
problem of the company at all. That is a separate and distinct 
part of the operations. 


Hon. Mr. Elgie: The essence 1S that iS wnat makes these 
assetee an!) thisds corporationsisomething cthats aespurchaser “is 
interested in, the existence of them; that is wnat he 1S Saying. 


Mr. Shuve: These are the assets that earn the fee income 
of the trust company as opposed to the money side of the operation 
and which have always been a very important part of Crown Trust's 
operation. 


Mr. Rae: Mr. Shuve, I have heard from a reliable source, 
aS we say, that for a good period of time after the takeover on 
January 7 one of the problems that existed, and that may in fact 
have caused a number of personal trust accounts to be withdrawn 
and accounts to be closed, was that it was extremely difficult for 
the company to carry on in its trustee function because of a lack 
of, if I may say so, clarity with respect to exactly what the 
guidelines were for the receipt of instructions and so forth. 


Is the trust aspect of your business operating now as 
normally as possible? Just what exactly is happening with the 
company as of today? 
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Mr, Shuve: The trust operations of the company = are 
operating on a business-as-usual, very normal basis, subject to 
this::$20,,000.Limit:-om cash balances. .Thatmwisy thesonlyrlinitaticn. 


Mr. Rae: Instructions are being received, investments 
are being made, life is carrying on as usual? 


Mr. Shuve: That is correct. 


Mr, (Raes» SOetthere’Sarelianos impediments ;toslthatm carpgying 
on, other than the fact that there appeared to have been a number 
of people who have withdrawn. 


If I may ask a guestion with respect to the withdrawal of 
these accounts, could you chart out for us a sense of when these 
have taken place? Would it be a possible inference that a number 
of accounts were closed out in the first week, but that Since that 
time things have stabilized, or is it getting steadily worse? Can 
you give us an account on that? 


Mr. Shuves cin sanswer toidthata@question Oe miwonild lisayisthar 
the: wactivity ’iwhichiuIterefenredimtoylin umny Sibetterppemyes specific 
accounts.) insladkbeprobabilbty sipookssplace ein sthey frst saweek of the 
possession. In the second week I think everybody was hnopeful that 
this uncertainty was going to be removed and the restrictions were 
going to be removed, confidence was going to be restored and there 
was some settling down of activity. 


Now that the process seems to be going on longer than 
anticipated, we are getting an increasingly great number of calls 
from our clients whom we had talked to last week and the week 
before and who were satisfied but now are peginning to feel uneasy 
because of the uncertainty which exists in the situation. 


Mr. Rae: So you are saying that in a sense there were 
peaks and valleys in terms of the withdrawal. Would you say we are 
now reaching another peak in terms of the attempt to withdraw? 


Mr. Shuve: At mid-week this week 2 think we were 
reaching sa™peak.vi1 (think -tnatiasirol Jastanightetnangs) (seemita ape 
settling down again and I think things with our staff have settled 
down. Tney realize that they nave to go through another weekend 
before they Know who they will be working for and in fact whetner 
they will nave a job, but we will survive this weekend. Mr. 
Thompson waS good enough to come and meet with my staff yesterday, 
with Mr. Biddell, and I think that was very helpful to me and to 
the staff. 


1:30pm: 


Mr. Rae: I guess the company has been through a number 
of changes of ownership in the last few years, is that not correct? 


Mranshaves? Yes} thatrsissconrect, 
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Nox. Kass? Would: sit "bee Dalit: io tsay” thateet sis\Sagaitst that 
background that the staff may nave some concerns with respect to 
their security? There nave peen a number of layoffs within Crown 
Trust over the last few years, have there not? 


Mr. Snuve: I really cannot answer tnat question. I have 
not been in the employ of tne company for three years. I just came 
back on January 7. 


MI ay Raes | Buttether size, of; the--company, ..tnu«termsscotinsthe 
number of employees, haS been reduced rather significantly over 
the last few years, I understand. 


Mr. Snuve: When I left the company in January 1980 there 
were approximately 500 employees and I believe that the number is 
basically the same today. 


Mr. Rae: Isseit Yqasng stem bessposséblem:foriryoup,) andosthis 
perhaps 1S directed at the minister as well and at Mr. Macdonald, 
to give us on Monday, in slightly narder form, the actual nature 
of the loss of buSiness aS we have asked for it? When you talk 
about "In the other branch offices we have also lost a significant 
amount of business," can we get an estimate of exactly what that 
means? 


I would like to know what actually has peen lost in hard 
figures as much as possible. 


Mr. Macdonald: Are you talking in the trust and estate 
business, Mr. Rae? 


Mr. Rae: Yes. 


Mr. Snuve: rt is Gzeticult to gather all that 
information together for this committee. It is also very difficult 
to measure in real terms tne loss of pusSiness, because one of the 
assets that the trust operation of a trust company such as Crown 
has are all of those will appointments which are on its pooks for 
estates which will fall over the coming years. Tnose things can be 
witndrawn, the company's name removed, witnout the knowledge of 
the company. 


It is that intangible kind of thing that is happening that 
gives me great cause for concern, because you cannot get to those 
people: ‘tossay: "Don't change: vyour. will. Don’t take» the trust 
company out." We are not looking really in terms of the immediate 
loss of revenue. We are looking at what is nappening to the future 
of the trust operation of Crown Trust Co. 


Does that give you any comfort? 


Mr. Rae: I can understand. I think all of us who have a 
sense of tne way the world works understand that, in the light of 
the extraordinary events, not of the last couple of weeks, but of 
the last few montns--I tnink ever since a number of people started 
trying to acquire Crown TruSt. 
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You would agree with me that the Burnett takeover might have 
had an impact on a number of large trust investors. Would you not 
agree that that may have caused some concern to a number of 
people? That iS why Mr. Renwick's question about the loss of 
business over time is fairly important for us. Would it be fair to 
say that there were concerns expressed at the time of that 
takeover by a number of large clients? 


Mr. Shuve: I want to make it clear I was ynotqsingaothe 
employ of the company at that time, but probably your assumption 
is reasonably valid. 


Mr. Macdonald: I think, Mr,Damae,eOtwhat \emioivt we7ustselbe 
helpful, 1m relation (to? the Winformation® thaterMr ys "Renwick Ws 
seeking, my understanding of wnat he is seeking--and I tnink it 
would be helpful to the committee--is the balance sheet position, 
if you like, a year ago and the balance sheet position witn the 
evaluation of certain assets reflected in it at the end of last 
year and at the time the registrar took over. 


But I think in relation to the estate and trust fee income, 
knowing the time lags, as Mr. Snuve does, in terms of charging 
fees in respect of a lot of estate trust and agency matters, I am 
just saying it is unlikely that any figures--that is, any global 
financial figures--will show very much about what is happening and 
has happened to that income Since September 1l. I just thought one 
shouldn't create an expectation that probably can't be met. 


Mri Rae: Fine )i ioe woulan® want 'to Ydow that, Suter in-eny 
questioning, <toy you, Mrer.Shuve,,; I) do) want tor ‘try! ftomoqet oa sisense 
of-- There has been a lot said about diminishing confidence and 
erosion of confidence. I just wanted to get it on the record that 
this may have a history that goes back a little further tnan just 
the last couple of weeks. If the good name of Crown Trust has been 
Facing difficulties, it's as)a )result ,of  events;-in« the market 
place that go back even prior to the January 7 takeover by the 
government. 


I nave one other line of questioning, if I may. It will take 
just a very ‘few “‘minutes)/ “iohoper ksaThate thas @ to Mdomwither the 
intermingling problem, if there is an intermingling problem, with 
respect to Greymac. The assertion has been made-- 


Mr. Macdonald: Excuse me. I would just ask so that Mr. 
Shuve is clear on the question, there are three Greymac companies, 
Mr. Rae. There are three Greymac companies. It might be nelpful to 
identify which one you think it is. 


Mr. Rae: My understanding iS), according to the 
assertions that have been made by Mr. Rosenberg, that the affairs 
of Greymac Trust and Crown Trust were peing steadily intermingled. 
It's my understanding tnat the application that was before the 
Ontario Securities Commission for a merger was between Greymac 
Tris teandicrown rlrust. 
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Hon. Mr. Elgie: One correction: before the securities 
commission was the issue of the acguisition of Greymac Credit 
Shares in Greymac Trust and tne issue of the follow-up offer. 


Mr’...mRae@: Yes. 
Hon. Mr. Elgie: Not the amalgamation. 


Mr. Rae: The amalgamation guestion waS going to be 
settled py the Lieutenant Governor in Council. IS that right? 


Hon. Mr. Elgie: That would be a different and separate 
case, following a resolution of the snarenolders. Tney were there 
with respect to whether or not the shareholders of Crown had 
sufficient information upon which to make a decision to purchase 
the shares of Greymac Trust. 


Mrs Rac. Wheat WwW” am “simply trying? to find? igssto>ewhat 
extent the affairs of Greymac Trust and Crown Trust were or are 
intermingled as a result of the takeover of Crown Trust by Greymac 
Credit. My understanding is that Greymac Credit is the owner of 
both Greymac Trust and Crown Trust. IS that not correct? 


HOM. wir. GLgle. tat LS Correct. 


Mee peuuea.: =i. Rac, WOULUe YOUR permit “WE *o. try to 
answer that? 


Mr. Rae: Sure. 


Mr. Biddell: I was closely involved with Woods Gordon in 
their examination of the affairs of Crown. I think I am perhaps at 
least as well gualified as Mr. Snuve to reply to the guestion you 
have given. 


Tne specific and largest transfer was a payment of $7.5 
million from Crown Trust to Greymac Credit. That was a downpayment 
on the acguisition of Greymac Credit's snares in Greymac Trust, as 
a preliminary to their proposed amalgamation. 


Mr. Rae: I understand that. Right. 


Mr. Biddell: There were a number of other relatively 
small loans, but tney still ran into millions, that were made by 
Crown Trust to persons and affiliates of Greymac Credit and 
Greymac Trust. Tnat's all that Woods Gordon were able to see in 
their investigation. 


Mr. Rae: Are those loans in any way set out in the 
fuller, unexpurgated edition of the Woods Gordon report that we're 
going to get? 


Mee pracerts ~ Yes; “thet “19 **rignts’ The -anewer (to that 
particular guestion will be set out in the full Woods Gordon 
report. 
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Mr. Rae: When we look at the question of parcelling out, 
whicn Mr. Brandt wanted to nave settled-- 

Mr. Biddell: That will all be spelled out there too. 

Mr. Ra@€se Sow :that.« we, «wille ,know.«sthen,, ifnel scpeter ~to.+ the 
bum assets and the good assets, we will have some sense as to how 
some people regard funds. 

Interjections. 

1:40 p.m. 

Mr eRae i'l played: asquashej}ust aothispaweek, —-lmpcer ously 
think, nowever, that would be useful for us to Know. Pernaps I can 
just say, on an anecdotal basis, that when concerns were expressed 
about Crown Trust--and many people said, "Well, nothing can happen 
to Crown; Crown nas got this 88-year hnistory"--I heard one 
observer say to me, on tne phone: "Don't buy that argument. How 
long does it take to write a chegue?" I guess the guestion we want 
answered is, how many chegueS were signed during the period in 
which Greymac Credit had access to the management and the 
administration of Crown Trust? 

Mr. Biddell: The Woods Gordon report will reveal that. 

Mr. Rae: Are we going to get that this afternoon? 

Mr. Chairman: No, I think it was slated for Monday. 

Interjections. 

Mr. Biddell: We'll it be provided today. 


Interjection: Saturday mail? 


Mr. Rae: Could we nave it for the weekend? Tnat would be 
a big help. 


Hon. Mr. Elgie: How will we get it to members? 


Mr... Renwick: YOu... could isend asthesscoples, tO.eMr. a.Rae-s 
OLLIce. 


Hon. Mr. Elgie: We have four copies for eacn office. 
Interjections. 
Mr. Rae: I nave no further guestions. 


Mc. Chairman: I guess the government House leader would 
be the last. 


Miao. 'T qePeaeReioce MrsaeShuve, -didesl hear youpscavw thab you 
had just come back from somewhere yesterday? 
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Me eovShuves: What’ IT ‘was referring to was. my. return. to 
Crown Trust Co. as the employment officer of the registrar. I 
retired from Crown Trust Co. 


Mes eT a'r. SRELAtw Yes 2b “thought you indicated you» were 
out of the country. 


Mr. Shuve: No, I have never been in the Mideast-- 


Mr. T. P. Reid: I thought you might nave been down to 
the Cayman Islands. 


Mr. Snuve: No, I nave not been to tne Caymans. 


Mr. Renwick: You may Know that the executive assistant 
to the Treasurer of Ontario is in the Caymans at present. Are you 
thinking of going there? 


Mr. Shuves: No. 


Mzy “iver. Reid: The January 27 timing of” your Tetter is 
guite interesting. You're writing on behalf of the staff and, of 
course, the” “rélated™ business, -*buteyprimarily™,the stiming .is 
interesting, given the fact that the minister introduced the bill 
On January 24. Presumably you would Know better than most that the 
bill would be up for debate and that both opposition parties nad 
indicated we would not unduly hold it up. What is the particular 
reason for writing the letter on January 27? 


Mr. Shuve: I’ve bibGenm™. expressing this concern «to oMr. 
Thompson, to the advisory committee and to all of the people 
involved in this situation since January 10 when I pecame actively 
involved in the operation of the company. I had been pressing this 
POLNntsson= 42 daiLlyropasis;&ana <yejustimitelti ithatw1icould ,finablly 
demonstrate to my staff that I was getting the message across to 
those people interested in it. It bears no relationship to the 
introduction of the bill or wnatever goes on in this building. I 
am not very familiar with these things. 


Mr. Macdonald: I snould like to just add my role to this. 
Mros?.8P.tRetaeub waseget ting toyou;, MrseMacdonald. 

Mr. Macdonald: No, it's not getting to me. 

MrT. PP. Beld: No; I was.going. to get to you. 


Mr. Macdonald: Oh, I see. After a well-publicized 
experience with journalists on Wednesday, I got back home about 9 
p.m. and I had a package from my office. One of the memoranda in 
that package--which I would have no objection to giving to the 
committee, although I do not think it is all that interesting--was 
from a partner of mine, Mr. Fricker, who, as I understand, attends 
the meetings of the five senior advisers every day. 
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He reported a very sad, anxious and disturbed Mr. Shuve in 
that memorandum to me. So, because I wasn't going to be available 
on Thursday morning, I called Mr. Biddell and said, "It seems to 
me that Mr. Shuve really feels this way about it. He nas an 
obligation, not just to say it Orally” to. the *comnuittee, “ouc to 
tell the registrar and the minister exactly wnat ne feels so that 
they are apprised of it." I leave the scene at that point. 


Mr. T. PareReids eA goodsscounsel salways .canticipatesy the 
next guestions to come, and you have done it extremely well, Mr. 
Macdonald. My guestion was going to be to Mr. Shuve: Was it 
suggested or recommended, advised, or what have you, that you 
write this letter to the minister and the government, or did you 
ado it on your own initiative? I take it from what Mr. Macdonald 
has salid-- 


Mr. Shuve: It was done in consultation. 
Mr. Ts.) P. Reid: Iisees Thateis very interesting. 
Mr. Macdonald: Tnat was not with me. 


Mr. Shuves Not with Mr. Macdonald. I haven't seen Mr. 
Macdonald for a couple of weeks. 


MPS TOP,  ORelds?--Therenare.Vtnosey wiosmignm bey, slignely 
suspicious of the way some of these matters come up and the 
conjunction of Dr. Elgie's statement in the House about "it will 
be on your heads," “and soon. Frankly, it’ makes? the: oletter 
somewhat suspect in my mind. | 


Mr. Macdonald: Maybe I snould produce the memorandum in 
order to reduce the suspicion because I certainly had nothing to 
do with the receipt of the memorandum. It arrived, as far as I am 
concerned, and I would like to assert this, in good faith from my 
partner, 


Hon. Mr. Elgie: Unsolicited. 


Mrs. Tr, Pe tRetavgowl whavewejust. ioneia funthereyquestion.  wust 
to turn things around, we heard about the loss of business. Have 
there been any new accounts opened, fiduciary or otherwise, with 
Crown Trust since January 7? Has it all been downhill or are there 
people coming in, anywhere in the branches, and either opening 
accounts, inquiring about tnem or naming Crown as the estate 
representative? 


Mr. Snuve: I am not aware of any new obpuSiness that we 
have received in the trust area during this period. We have 
received” various “deposits: \"and'’ so “forth, @@peo0ple! 7 fare :nstildd 
depositing money in their savings accounts, put not in any 
Significant amounts that [I am aware of. I cannot be aware of 
everything that goes on in each office every day of the week. 


Mr. T. PP. Reid: (What about neweaccounts? siijwidlestebbsyvou 
the reason I asked, as related to one of the other |) trust 
companies, 1s that somebody opened an account with over $20,000 in 
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it after it had been announced fairly widely that the whole thing 
was a Shemozzle. Somebody, known to me and some of my colleagues, 
went in and opened an account, 


Hon. Mr. -Elgie: You will be interested to know--and I 
depetashavewssthe, exact ..details. vo£<<.1t r-and.« i,.-can't..,iind..it.. For 
you--tne evening that the registrar took possession--I just tell 
you this for your own interest--and I believe it was at Crown 
Trust, and it is very difficult to believe-- 


Mr. Macdonald: Maybe it was in one of the others. 


Hon. Mr. Elgie: --I am not sure which one, but there was 
a gentleman who insisted on getting by those wno were at the doors 
because no one was going to prevent him from putting $100,000 on 
deposit that evening because he wasn't going to lose the 
Opportunity for the extra interest rate. 


Mr. Swart: Was he from Brampton? 


Miiotileanl ow reOldse sh abake. lt «vou. .can!t. really. tell. that 
there has been-- 


Mr. Shuve:;: There has been no inflow of busSiness, 
certainly in no significant amount. 


If I might just make a couple of points, we are facing these 
problems with business going out of our shops. I want to make it 
very clear that we are fully equipped, we nave competent staff, we 
Can administer all of the business we nave on the books and, as 
soon aS we can get this problem resolved, I think we will get back 
to our mode of carrying on that business and adding new business. 


The one thing that is absolutely essential in restoring 
Conta gence sinnCCOWne TrLUSt.COn40 not-only.din, the staftf.but..in. the 
business community generally, is a removal of the restrictions on 
the withdrawal of funds from deposit accounts and GICS. That is an 
absolutely essential ingredient in getting back to business. 


is 50, Dims 


Mr. T. P. Reid: That could have been solved, as has been 
pointed out ad nauseam, simply by the Ontario government saying it 
will guarantee every depositor. 


Hon. Mr. Elgies Subject to what I have said many times 
before. 


Mr. Shuve: Before that statement becomes effective, 
wherever the statement is made, the money has to be put up front 
CO-pUE US .2n a.poSition (oOo do chat. 


Mr. T. P. Reid: Yes, but the government can do that as 
well as parcelling it out, so to speak. 


Hon. Mr. Elgie: Tne arrangements are in place. Let's 
just get going. 
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Ls50 Dai. 


Mr. Chairman: Thank you. The clerk is delivering to the 
members of the committee photocopies of a memorandum, dated 
January>26, L983, “to” We Av= Macdonald—from’ ps “Hh .- seri cher=regardaing 
Crown Trust, which is self-explanatory. 


Mr. Renwick: Mr. Chairman, despite my urge to be 
lengthy, I-:am* going © to *berebDrrels- TS ramesnow VWasking- Mr aeons 
guestions in this statement; I am not asking him to respond to it. 
I will let him know when I am going to aSk him a question, but I 
want Mr. Shuve to Know where I am coming from. I triea to express 
it rather poorly in the House last night. 


I find it personally offensive to me that the government 
will contemplate the disappearance of a company such as Crown 
Trust--and I could say that about a number of provincial financial 
institutions where they have this problem and I had the same 
feeling years ago about British Mortgage and Trust. I find it 
personally offensive to me that the government, Ef VSeacn, 
contemplates the disappearance of Crown Trust by this legislation. 


I share all of the intensity of feeling, from a different 
perspective, that you express in this letter. I particularly would 
Share with my colleagues in the caucus the fate of the employees 
of Greymac Trust, Seaway Trust and of Crown Trust. I Know of the 
competence, personally, of Crown Trust in the estate, trust and 
agency field, so that is not any guestion of mine. 


There is a great deal of contradiction--this will come out 
next week and I don't intend to labour it now--about what is 
talked about over the continuing operation of Crown Trust. We have 
got, on -thevone hand, -theecléar  Vindication@ that’ aiters Crown STruse 
is denuded of its Major “assets, what is “left of Get will darzEete off 
into tne world with the shareholders there and whatever is left in 
it, whatever liabilities, and presumably that will be called Crown 
something--I don't Know whether "Trust" will still be in the name. 
That is one part. 


On the other hand, we nave the minister talking about a 
transfer of the business in the sense of the undertaking, property 
and assets of Crown Trust tO some new owners, contemplating 
somehow? or “other* ™that> Crowm © Trust: 2Vseeqoingeeto! COntrnuesein 
business. Normally, that doesn't happen; it didn't nappen in the 
British Mortgage case when Victoria and Grey took over the 
undertaking, property ‘and assets, or -what™~ was’ left of -it, of 
British Mortgage. They arranged things rather more smoothly in 
those days. Tnat arrangement was made between ex-Premier Leslie 
Frost and John Robarts over a cup of tea one afternoon in the 
Premier's chambers. Tney do things differently now. 


I was upset and I don't want anybody to be under any 
illusion” about my concern that: Crown eTrust. 15° poingusco se sanppear. 
I guess at the deptn of my feeling about the responsibility of the 
government 1S that concern, and tnat is why I nave not been able 
to understand from day one why the government of Ontario allowed 
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there to be a Single moment's concern in the mind of a depositor, 
a holder of a guaranteed investment certificate or a person who 
was relying upon the fiduciary obligations of Crown Trust. The 
government has persisted in allowing the sense of instability to 
Surround Crown Trust and itsS business in a way which is very 
offensive to me. 


Whatever the government were to decide to do as to the 
ultimate disposition or solution of the problem seems to me to be 
totally divorced from the obligation of the government of Ontario 
to have given that assurance immediately. I may say that I have 
expressed this to the minister with respect to tne estate, trust 
and agency business of Crown Trust. I wrote a note to the minister 
in the House asking him if he would give asSurance that, so far as 
the fiduciary business of Crown Trust waS concerned, tne 
government would guarantee the integrity of the assets represented 
by that branch of the business and would give asSurance to all 
persons standing in a fiduciary relationship witn the company that 
all those obligations would be carried out. 


Mnsteadrcotimgettingy the assurance,.eltacis:cupsatront ) ins ,the 
statement which the minister made on Tuesday of this week that not 
only are the depositors and tne holders of guaranteeaq investment 
certificates in jeopardy, but also somehow or other those persons 
in a fiduciary relationsnip with the company are in danger. It was 
right up front in the statement of the minister on Tuesday of this 
week. 


He said: "As I nave emphasized on a number of occasions, we 
have a process under way that is capable of ensuring that all 
deposits will be paid as they mature. If, however, because of 
excesSive public reaction to information, those clients of Crown 
who have assets being administered in estates, trusts or agency 
basis witndraw these assets to any significant degree, then an 
important element of value in the company may be substantially 
reduced." 


The statement speaks for itself. There seems to be a block 
with the minister. He is precipitating the very thing which Mr. 
Shuve is trying to guard against. So far as the estate, trust and 
agency business of this company is concerned, this company, the 
word ~"trust,™™ "the nature -of*the business,©. the definition of. a 
trust “company, “the definition of -a° trust company doesn't talk 
anywnere about it being a financial intermediary. It talks about 
Chewet cust-topligation 2a icannot ’ understand Owhy;). ate least ;; «the 
government would not say that the integrity of the fiduciary 
relationships are going to be guaranteed by the province of 
Ontario. 


As I stated last nignt, and I know I feel deeply about it 
and I don't want that to cloud my judgement on the issue by any 
means, I think the government is in serious default not to permit 
this: withe respect» to a» single. , person) -having...a . fiduciary 
relationship with Crown Trust or any other trust company--this 
doesn't come up with Greymac or Seaway because they don't have any 
estate, agency and trust accounts. Crown Trust business has been 
predominantly in that field. i Simply believe that the 
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government's position is just unbelievable to me in that aspect. I 
happen also to believe it is egually true witn respect to its 
obligations to depositors and investors. 


Hon. Mr. Elgie: I have to comment on that. 


Mr. Renwick: That was GHe statement. Bs merely am 
gquestion-pegging the statement. 


Hons! (Mr 2 Blo veri oWhatieel te havesyisaidiy very Pechearlyoeana 
uneguivocally 1S that the government's position is tnat Crown 
Trust's tassets Vand (Crown .Prusttemibusiness yiere,” aliwrablewencity, 
which is for sale at tnis time because of the existence of those 
things. I nave made no comment that they weren't saleable. 


Mr. Renwick: How do you cancel it out and handle it? 


Hon. Mr. Elgie: I am saying that what we nave before us 
is° the yoption “of continting®s 'thee business; i0Ofs thateicompanyifand 
preserving the depositors. The two are intimately intermingled 
because, without all of those things, the massive amounts of money 
reguired from the Canada Deposit InSurance Corp. are not available. 


Mr’. "Macdonald's “Mr. ° Chairman 982 Swoulldjoscstm likes tasrada 
one thing. It's not my position to take a view one way or the 
other on the difference of philosophy that Mr. Renwick expresses 


about government's guaranteeing everytning-- 


Mr e/cRenwicko” -1® aidniby saystMeverything.” i "don't =want 
that to be used. 


Mr. Macdonala: I'm sorry, guaranteeing more things than 
the present government up to this point has been prepared to say 
that it would guarantee. I would express a different view at the 
practical level, that is, that in my judgement simply guaranteeing 
the so-called safety and security of the trust assets is probably 
not at the heart of whether people want to continue that kind of 
business with Crown Trust. 


2 Dem. 


Again, it's a matter of judgement. I would guess that most 
people would not wisn over time to entrust the kinds of things 
theysdo ‘tojsaetrustscompany Likes Crownnifs itpwas. going ten beminwan 
extended period of government operation and if people didn't know 
reasonably promptly who they were really dealing with--for a lot 
of reasons. 


One of the reasons is that people would be concerned about 
the ability of that kind of an operation to retain the quality of 
staff who had a sense of a future. There are a lot of factors, but 
I don't think that this committee should go away with the view 
that Simply a statement of government guarantee of the integrity 
of fiduciary assets would be responsive to the retention of the 
fiduciary business, 


Mr. = RENWLCR ss We “-can pursue’? that’ @ pare fof eheteaiscussion 
later. I wanted Mr. Shuve to know where I came from wnen I asked 
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these questions. Perhaps Mr. Shuve is not aple to answer tnem. 


As I understand it, all the federal House of Commons and the 
federal Senate have to do is to change one digit in the Canada 
Deposit InSurance Corp. statute from a two to a six, so it goes up 
to $60,000. That's my understanding of reading the statute. 


Has the minister or the government been in touch with the 
Minister of Finance, with the leader of the Conservative Party, 
with the leader of the New Democratic Party, with anyone in tne 
government of Canada to indicate to the government of Canada the 
urgency of getting the $20,000 raised to $60,000? 


I cannot believe that unless real pressure is brought to 
bear, and I'm not talking about pressure or forcing anybody, just 
to indicate clearly that we have the depositors of these three 
companies and every other depositor in Ontario in a trust company 
Still sitting with a $20,000 limit on the withdrawals. 


Mr. Chairman: Mr. Renwick, may : point out we're 
continuing to have Mr. Shuve say what he wishes. Put the question. 
We are getting a long way away. 


Mia. ReDWLCK: 1 jAbl ecright.,eMra. Shuve, I think, confirmed 
that he is limited to $20,000 at this time. 


Mest Shuvessyves, thathsscorrect. 


Mr. Renwick: My question, therefore, is to the minister. 
Width bed pickeapiathemiphones andsaetalkwto: Mriwi Clark ..and .to- Mr. 
Broadbent and to Mr. Lalonde and to the leader of the Senate and 
to tne Prime Minister and say to them, "Will you please expedite 
the passage of the amending bill to change the two to six in the 
Canada Deposit Insurance Corp. account?" Surely that would relieve 
another range of concern within the businesses of these companies. 


Hon. Mr. Elgie: On Sunday evening, prior to my statement 
in the House on January 17, I believe it was, I phoned Mr. 
Cosgrove and I believe that the registrar or someone in the 
ministry had been speaking to the superintendent of insurance 
about our view of the importance of increasing the level of 
deposit insurance. I phoned Mr. Cosgrove on that Sunday evening to 
reinforce my own view and to ask if ne would consider moves that 
might enable an asSurance to tne people who have deposits in these 
trust companies to be brought forward as guickly as possible. 


I did not get any assurance about the date or time when it 
would be done. He indicated he was looking at it. Tnen on Monday, 
the day after, I received a message from nim while I was standing 
in the House indicating tnat ne had simultaneously announced in 
the House that they were doing that and that it was effective as 
of today. I nave apsolutely no problem-- 


Mr. Breithaupt: As of tnat day. 
Hon. Mr. Elgie: As of that day. 


Mr. Renwick: If the bill isn't passed, he can't do it. 


48 


Honiw'(Mr . Bigie:\ As ‘of that tdate ire will ebereblective: 

Mr. Renwick: They can't do it. 

Hon. --Mre® Hilgie: ofney? re Mdoingsuatise witipd Kequekabhiom. it 
have no problem passing on my concerns and the committee's 
concerns to the appropriate parties. 

Mr... “Renwick }?eNotesthem. concerns.en i stamw askingrn Lyoug tossask 
the Premier of thniS province to speak to the Prime Minister of 
Canada, to the leader of the Conservative Party and to the leader 
of the New Democratic Party and simply say to them that the people 
of Ontario who have deposits in trust companies are in a state of 
concern, if that is the appropriate word, and will they please 
expedite the passage of that bill. 

I cannot conceive of anyone in any of the parties standing 
up to object to it. I do not think that anyone will be asking that 
it be reduced to zero. I think it is very important, because there 
must be a trough of people whose total investment in trust 
companies in terms of cash or GICS or estates would immediately be 
totally reassured. It seems so simple to me. I tnink even in our 
Legislature we would be able to change a digit fairly promptly-- 


Hon. Mr. Elgie: TO the Ontario Snare and Deposit 
Insurance Corp. legislation? 


Mr. Renwick: Yes, without even-- 


Hon. “Mir. #tBigies Right away. Are we prepared to do 
that--to the OSDIC legislation, on credit unions? 


Interjection: Sure. 

Hon. Mr. Elgie: Right away. 

Mr. Renwick: Whicn legislation? 

Hon. Mr. Elgie: You can do tnat without problems? 

Mr. Renwick: My leader-- 

Interjection: Without problems, 

Hon. Mr. Elgie: Okay, I'll get that ready then. 

Interjection: Just after this legislation. 

Hon. Mr. Blgie: Yes,| just aftersthis legishation. 

I nave no problem passing on those views to the Premier and 
I do not see any objections to the principles you outline, none at 


ak. 


Mr. Renwick: I think it is absolutely essential. 
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My last comment to the guestion to Mr. Snuve is will ne be 
good enough to assure the staff of Crown Trust of the deep and 
continuing interest of all members of this committee about their 
employment and their jobs? Now that may sound platitudinous but I 
do want them not to be under any miSunderstanding, that we share a 
very deep concern about their ongoing employment in the trust 
business, in the world in which they have lived, and, if there are 
severances, in the terms and conditions of the severances of their 
employment. 


Tnose are things which I think each party Shares deeply. 


Hons Momcepigike: tt, isecimpogtantyithat«syou saidwntnat. »Tfhat 
was the message given to the staff (inaudible) by Mr. Thompson. I 
think it is important they hear that message from the committee 
agiueaitislisiion tbhehall. of oboche the -oppositiconeyparties ss sieic that 
COGTECt? 


Mr”. Shuvetocltctwrlil be’ my: pleasure to “'pass!cthat ‘on “to 
them. 


Mire “Conways eJusteevery =-“quickly;PIiMre? Shuve,: \e7og@ouple’ of 
questions. I would like you to review for me quickly, if you can, 
a rPiGelerbDit-ofethe nirstory of icrown Trust.) We Know. it» ise88 .years 
of age. You worked there for many years, I take it. I remember 
this trust company as an emanation of Bud MacDougald and the Argus 
Cory < 


Mr. Snuve: ec was one phase through its 88-year 
history. 


Mr. Conway: Was it a substantial experience with you? 
Mew -phuves Yes. 

Mr. Conway: You were at Crown for how long? 

Mr. Shuve: Twenty-two years. 


Mr. Conway: I take it then that the Argus ownership was 
tne longest period of ownership? 


Mr.) Shuvers Diegust »wantisto «clarify=' the) point that. there 
waS never any Argus ownership of Crown Trust Co. Mr. MacDougald, 
as an individual and through family relations, had a very 
substantial interest in tne company. There nas never been an Argus 
involvement in the company. 


Mr. Conway: But am I right in that MacDougald's control 
was an effective control? 


Mr. Shuve: I think it is fair to say it was an effective 
control, yes. 


Mr. Conway: Tnen tne effective control then passed to 
where? 
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Mr. Shuve: The control from the MacDougald et al 
inteétests . passed ®‘tolc Conrady Bilackseiandis has sbrotherseandymnis 
associates. 


Mr. Conway: It went then from Black to Canwest? 


Mr. Shuves: In mid-1979 from the Black interests and the 
Canadian Imperial Bank of Commerce to the Canwest group. 


Mr. Conway: Then in October 1982 to Greymac Credit? 
Mrewonuvec Exact lye 


Mr. Conway: I take it that when you resigned, or when 
you left the scene in January 1980, you had had a long experience 
with this particular trust company. It was the Canwest group that 
was in control when you departed the scene. 


Mr. Shuves: Yes. 
2210 eile 


Mri.enConway:: Yous returnedguongedr ydabout gatanuarywawt ines the 
heat of a battle, so to speak. You,.made an eloquent speech here 
today, Or an eloguent series of references to the world of your 
return. Many of these people I presume were people you Knew and 
had worked with. Am I correct? 


Mr. Shuve: Particularly at the more junior level, the 
people I have Known for 20 to 30 years. 


Mr. Conway: To: those Oof- us looking “on! one Goets the 
impression that this rather stately old conservative trust company 
waS boarded by pirates some time in the recent past. I sat and 
listened to Mr. Biddell the other day and, quite frankly, the more 
I heard the -more incredulous I felt, Knowing relatively {little 
about the trust industry, other than it was a trust business, with 
emphasis on the word "trust." 


The reason for .this iS to ask you what Kind of morale you 
found on your return. Is it pretty bad? 


Mr. Shuve: Well,' I walked" in after Murray Thompson took 
possession of the company and the staff were certainly in a state 
of snock, particularly those long-time employees wno really had no 
inkling that anything of this nature could ever happen to that 
fine old company. 


Tin .I Mcoulay i gustmecontinue, haurings tChoseiminieilal .days (the 
people were in a state of shock. Certainly the morale is not of 
the highest, but I think in the light of the current circumstances 
the morale of the staff has held up very well. 


Mr. Conway: My next guestion iS, wnat I have heara from 
just a relatively personal and not particularly comprehensive 
series of discussions with people wno know the industry far better 


ope 


than I, I am told that Crown over the years nas nad a very good 
staff, one of the very best, and you would probably agree with 
that. 


Mr. onuves I would agree with it, and Crown still nas a 
very capable staff. 


Mr. Conway: Am I right in thinking that when the new 
ownership, the Rosenberg group, took over in the fall of 1982 they 
moveaq quickly to put some of their people in senior management 
functions? 


Mr. Shuve: There was some move in that direction. 


Mry?*Conway: 9 Onderstand again »ifrom, the’ sbasis of <a 
conversation some ‘of my colleagues and I had with Mr. Jack 
Biddell, that in fact there was quite a building tension at Crown 
Trust in the last weeks and the last few months of 1982, to the 
point that these very well qualified and very committed Crown 
employees were not prepared to put through, on the orders of their 
Superiors, some rather questionable loans. Did you hear anything 
about that? 


Mr. shuve: I nave heard that, yes. I have no in-depth 
Knowledge of these things. 


Mr. CODWSGY:s 1, WOldG “Hot “expect “YyoOl™to,-bue “youeohave 
heard that? 


Mr. Shuve: Yes, I have. 


Mr. Conway: That very quickly after the takeover there 
were some rather exceptional loans being requested, some of which 
I gather were put through, but some of which--and again, you have 
to appreciate looking at it from my vantage point, how rather 
exceptional that appears. New ownersnip, new management, and 
staff, many of whom have been there a long time saying "No" to 
some of these reguests. 


You see, the next guestion that follows is surely some of 
these people picked up the phone and called Murray Thompson and 
said, "Listen, we are very concerned about what is nappening to 
Our beloved Crown Trust Co." Now tnat is just something thnat we 
will nave to talk about later, but I wanted to get you on record 
as having at least some Knowledge that some of this had transpired. 


Hon. Mr; Elgie: I don't think he heard that. 
Mr. Shuve: Yes, I heard that. 


Mr. Conway: Mr. Biddell was very forthcoming on some of 
this. 


Again, looking on as we are now, as legislators on benalf of 
the public at large, to the spectacle of this grand old trust 
company peing, in the space of about 95 days, rather altered in 
its outlook and its operation, it is something that gives some of 
uS pause-- 
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Mr. T. P. Reid: From hoop skirts to miniskirts. 


Mr. Conway: I wanted to go through that and I appreciate 
very much, Mr. Shuve, your help. 


I want also to come back to something else. I have just one 
Or two other guick points, Mr. Chairman, and this is the second to 
last. The letter that stands in your name, dated January 27, as 
has been commented, is pretty straightforward and the memorandum 
from Mr. Macdonald's partner, Fricker, certainly seems to give 
some background on how it developed. Mr. Biddell told us on 
fuesday.. thats hemsverny much wanted this “Legislation, (ors sics 
equivalent, the day the House opened, January 17. Do I take it 
that you had specifically drawn to Mr. Biddell's attention in the 
very early days of your return that something of this exact kind 
was going to be reguired to put to rest the worries that were 
besetting your Crown Trust Co.? 


Mr. Shuve: Exactly. From January; 10, which.was, the first 
business day after I became involved, I certainly put it forward 
and we discussed at every meeting of the aavisory committee the 
urgency and necessity to get this thing back on the track. 


Mr. Conway: I paraphrased, I pvelieve with some real 
accuracy, something I think you said earlier, Mr. Shuve, that you 
felt "some action" was necessary to normalize the operations of 
the Crown Trust Co. One of the problems this committee is going to 
have to adjudicate is whether Bill 215 is really the only 
alternative we have. It is something we are going to have to 
struggle with in the next couple of days. 


I am left with this impression, however, that you came back 
On January 7 to find this company, with which you have nad a long 
association, in real trouble, with a lot of concern among the 
staff, who are’ expected» <to (carry, forward, some» /real. -Loss»..of 
important business. You immediately go to people like Jack Biddell 
and say, "We've got to get something, we've got to get it fast." 
We then hear from Biddell that ne was counselling that the day the 
Legislature came back we ought to nave something and ought to have 
this kind of legislation. 


Of, course;) herey we, sake sud255065 14,cdays,,atter pathat sstact, 
lookingwiat ethers particular ebidiagsSopect 4 sen uSt..thatychrono.Loogvs. on 
which I wanted to comment. 


Hons «Mr... Blgie: <I could .commenteconathat.e WhenemMrese Shuve 
took over the role of acting chief executive officer there, as you 
Know, Woods Gordon moved in at the same time. I do not think 
anyone is suggesting that the government should have proposed 
anything in the absence of having received that interim report 
over the weekend of January 15 and 16. 


Once that report was received, discussions and negotiations 
then commenced with the Canada Deposit Insurance Corp. about what 
options were ¢availabley inawthe~.lLight.of,,the~ report. that .waSetiled 
with us. When the option that was selected was approved, it was 
brought to the Legislature; there was absolutely no delay. 
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Mr. Macdonald, do you want to comment? 


Mei Macdonald: .shithipk! it »might;,»be, usefnul.to «taker the 
sequence of events in whicn I was involved and with whnicn I am 
familiar. I am not familiar with anything to do witn discussions 
with possible purchasers, but I am familiar with the events that 
leq up to the inclusion in the statement of the minister of the 
arrangements under which he was able to envisage the complete 
protection of all depositors and the continuance ot the business 
operations of Crown. 


What happened was tnis, i1n an anecdotal way: Mr. Jack 
Biddell woke up at 4 a.m. on Saturday, January 15; because, in a 
way that I nave found characteristic of Mr. Biddell, when he gets 
involved in difficult matters of this kind he does not sleep well 
until he thinks he has found the way to deal with the problem. 


He woke up, apparently tried to reach me by telephone, and I 
am. glad he didn't, but finally I heard the doorbell ringing at 
7:30 and he had come from halfway across the city. He came in and 
said, "Bill, we've got to get the Canada Deposit Insurance Corp. 
to lift the constraints on this business, and I think that when we 
show them what I nave now analysed, based on the interim interim 
report" if I can put it that way, "not yet signed by Woods Gordon, 
I think we have to persuade tne CDIC to lift tne restrictions on 
the $20,000, and that we can convince them that tney will lose 
less if they do tnis." 


ae +e 


He explained it to me, and we then called Jim Tory about 
So: léeer Sects ythat smorning pacting® on. behalf of .the CDIC. We got 
the minister down, and then Jim Tory initiated discussions tnat 
went on by telephone and in person among tne CDIC board members in 
several cities, by conference call. It iS opviouS that when you 
are dealing with hundreds of millions of dollars of public moneys, 
despite wnat Mr. Rae said about being amazed that we did not nave 
a firm legal document by the time the minister made his statement, 
the reality is that there has been a close working partnership 
with the CDIC. 


In my perception, both the Ontario government and the CIDC 
have a common goal, which is the protection of the depositors and 
the saving of the business, if that could be done--dealing at this 
moment with Crown only. We trust each other, and tney basically 
said: "We hear what Mr. Biddell is telling us, and we pelieve that 
can be sold to our board; but.if, the moment we release our 
restrictions we could be in there forever--we don't Know, once we 
have come up with the $200 million or whatever it is. We have no 
right, under our legislation, to do tnat kind of thing." 


As I stressed earlier, tney said: "We must have confidence 
that there is a real buyer; ne does not nave to be signed up, but 
we must have confidence in that and that the secure legal route to 
getting the assets and undertaking to the buyer 1S i1n existence, 
and in our judgement"--and their lawyers had been working for 10 
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Gays on behalf of CDIC and I do not know at what point they 
involved lawyers from my firm; but at some point in the process 
they started to raise concerns with lawyers in our firm. 


So they had peen working for a long time, and tneir lawyers 
told them that they could not possibly risk this money without 
having a secure legislative route. I suppose you might say, 
anticipating to some degree, tnat it would not be the most popular 
legislation tnis government had introduced into this Legislature. 
We certainly looked hard to see whether that was the only 
alternative. 


Nr. Breitnaupt: Ituciwasyarcertainivs theiehosten surprising 
legislation. 


Mr. Macdonald: So the real packground of tne 
arrangements arises LEOM Ty the assessment Crate Mr’. Biddell 
made--frankly, I think, at the earliest moment it could have been 
made--that here iS a company that, while itS borrowing base has 
been eroded and while there are a restricted number of so-called 
soft or guestionable assets in terms of now they relate to the 
book values in the company, that pasic pusSiness is sound and can 
be saved in the manner discussed. 


Mr. Conways: "Thank™ you overy? Much Mchinally jw Lto? seas shivers 
I am guite struck by the tone of your letter, particularly the way 
it ends, where you talk about the threatened viability of this 
88-year-old institution. I certainly get the sense that you come 
here today to plead a case for the saving of the Crown Trust Co. 


Surely, however, you will want to agree with me that Bill 
215, if it should -pass,.. does inot do Gthat. it. would ne  wlorcee: 
leave the impression with the staff of the Crown Trust Co. that 
Bill 215 saves that institution, becauSe wnat it obviously does, 
Or purports” *to'“doyxisPrtovseverri that’ body an suchiva wWayras ato 
isolate the haemorrhaging section, the so-called soft assets, and 
throw: (themw on™ sto” fthe athigns tseas wroh y pocticr gusticesvandaecne 
marketplace and God knows whatever else, and to take the remaining 
part°o£ this oldvbody),/sethnetvery tvaluapleypantroreit,  s cnemcruse 
accounts essentially. 


Mr. Macdonald: Wnat would they have done without that 
body? 


Mr. Conway: Pernaps another day, Monday. 
Mr. Macdonald: --you will find another line of work. 


Mr. Conway: Given the circumstances of its being made 
aware to us, you will appreciate our very keen interest in it. 


The valuable part, the hard assets, the trust business, will 
be sold off. It 2s probably (all set to, be sold off this very day, 
I am sure’ it «nas been sold off) fasta matterscietiaceprintodvictoniia 
and Grey Trust, or wherever else, 


in=-that “respect; theold companys ibeingiecioesed? i anvwaa 
couple of months people are not going to Know the Crown Trust Co. 
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They will know perhaps that the good part of it has been folded 
into Victoria and Grey, or one of the other three or four major 
financial institutions which have been invited to tender. 


Would you agree with my contention that Bill 215, as you 
readsityois Not a, piece. of, legislation that is going to save the 
Crown Trust Co., as the people with whom you nave worked there 
have Known that company? 


Mr. Shuve: No, I am not going to agree with you on that. 


Mr. Conway: All right. Would you elaborate on the nature 
of your disagreement? 


Mr. Shuves Yesterday,Mr. Biadell explained very clearly 
to the senior staff, and we communicated that to other staff, 
exactly what may transpire; that wnat iS now Crown Trust Co. could 
become a part of some other institution, depending on what happens 
with all of these people who have expressed interest. 


Mr. Conway: If you were there--and I assume you were 
there-- 


Mr. Snhuve: Indeed I was. 


Mr. Conway: --surely Mr. Biddell told these people who 
you have the obligation to work with and Supervise, tnat at that 
very hour, the hour of his speaking to them, there had been 
invited, and were received and well-analysed, four or five 
tenders, one of which was probably singled out: for acceptance for 
the purchase of much of these assets. 


My te ohuve: NOt, .to,. the... extent,).that .you express, because 
Mr. Biddell did not indicate that the new purchaser had been 
totally identified. He did explain in very clear terms what would 
take place. 


Tne reason I disagree witn you is that the trust operation 
at Crown Trust Co. iS a group of people providing a service to a 
broad number of individuals, corporations, or wnat nave you, as 
trustee, agent or whatever. Despite the fact that the name may 
change, that group of people will still be in place in some 
Organization to continue to provide that service. 


Thats eSOwhy. 1s disagree with (vou, ttst “the fact that it «rs 
taken over by some other institution eliminates the-- 


Mr. Conway: My only point. in raising the issue with you 
is just to set the record straight about what Bill 215 is very 
likely to do to the Crown Trust Co., because clearly it is not 
going to continue in the public domain as it has over lo, these 
many years, a company for whicn many of these people have 
soldiered long and well in ways you have described. 


Mr. Macdonald: Mr. Chairman, SZHUSGOCLO «Od to) what. Mr. 
Shuve said, there is a process, which I understand material made 
available to tne committee over tne weekend will elucidate in full 
detail, in which Mr. Ricnardson, on benalf of Woods Gordon on 
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behalf of the minister, and Mr. Humpnrys, on benalf of CDIC, may 
themselves come, or may have already come, to a joint 
recommendation of a purchaser--to the CDIC board on the part of 
Mr. Humphrys, and to the government of Ontario on the part of Mr. 
Richardson. 


Tnere are two things to be added. First, we do not Know who 
the purchaser is and whether the purchaser will be somebody who 
wishes to be separately identified as Crown Trust or not. We do 
not know that. 


2:30 p.m. 


Mr 2inCconway: ‘Can “I stop you .fignt, schere 7 "tire 2s oe ever, 
important. point. ,Do, you Mean. to “say, .Mr. Macdonala ander. 
Minister, that if at this very instant this committee, by virtue 
of whatever reason, gave full passage to this legislation that you 
have regquested-- 


Hon. Mr. Elgie: Done. 


Mr. i Conway ss: Rightarpo you mean etouteiisime sthackousmoutlda 
not proceed ‘back ato» yourscoffice to consummate the deal, to Stop 
the haemorrhaging about which we nave heard so much? 


Mr. Macdonald: ‘Let {usy come’obackettor thatruifuiwnilivy respond 
to that. “fb think) Git is importantMmtortyourtomatiibeaseunderseand 
the process first, and then you can have your observations about 
the substance. 


Tne process is that there will pe a recommendation to the 
minister and toicthessCanada »Deposit®-Insurance’ Corp. “boateta that 
will be a recommendation. That recommendation may or may not be 
accepted. Until the legislation is accepted by the cabinet--that 
is the Lieutenant Governor in Council--and by tne poard, there is 
no arrangement. You are asking if we would not sign up a deal 
tomorrow morning asSuming a purchaser is identified and assuming 
that the recommendation is accepted by pbotn the cabinet and the 
minister. 


Hon. Mr. Elgie: And the bill passed today. 


Mr. Macdonald: And the bill passed today. What we would 
expect to nappen before there was a Sign-up, as long as CDIC was 
confident there was a real buyer, would be that CDIC would follow 
Enrough on the discussions tnat we initiated with them 10 days ago 
and lift the restrictions on the normal business operations of 
Crown: EEUSt 2Co.. That « woula | then bet rrorloweq abv tiewrdecag led 
working out of whatever legal arrangements were necessary. 


I think it would be nelpful to understand tnat there is a 
step-by-step process that has attempted to be more orderly than it 
may have been described as being in the press, anda good ‘deal 
less of a "fire sale" than what was described in the press. One of 
the advantages that nas not been identified by anyone, about the 
concept of taking the part” of Crown "Trust “that*Was'*notteroden in 
the last two or three months--which plessedly is most of Crown 
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Trust--and dealing with that separately, is that the argument over 
values is minimized and the likelihood that the full value is 
obtained for that part-- 


Hon. Mr. Elgie: (Inaudible). 


Mr. Macaonald: You are not interrupting me, are you, Mr. 
Minister? 


Hon. Mr. Elgie: Yes. 


Mr. Macdonald: --that the full value be obtained and 
that tne assets about which there is a question can be laid aside 
and worked out for the remaining stakeholders. Tne biggest 
remaining stakeholder will be the CDIC. 


Mina -ONUWGV sue MYL DrIincipal point “in “raising “the” “1ssue “in 
the presence of Mr. Shuve, who has made a very eloquent plea on 
benalf of the people that he represents and works with at the old 
Crown Trust Co., is that it is my humble submission--taking you 
people at your word. God knows, we have neard it; I have heard it 
in such agitated tones that I have no choice but to believe it, 
Paercicularlivea tron Mr. » Bidgell--that. "72 “hours” after “this spill 
receives royal assent, if not sooner, the Crown Trust Co., as Mr. 
Shuve and hundreds and thousands of people in this province and 
this country have Known it, will die. 


Mr. Macdonald: I cannot believe that. I nave spent many, 
many hours-- 


Mr. Conway: I Said it was my impression. I-- 


ManeeoCOODa LO sa laeust. want. tow say. that. I have . spent 
enough time with Mr. Biddell in tne last three weeks to wonder 
what he could have said tnat would have created that impression. 


Mr. Conway: I will tell you. Let me be very quick and to 
the point. I am assuming that the moment this bill gets passage--I 
may be wrong, but I cannot believe that I am. You people have got 
your bids in and you have set a fairly elaborate system for 
entertaining those pids. You have got a system in place for 
evaluating. I assume you are well advanced on that process. I 
assume, pernaps wrongly, pernaps cynically, that you nave got your 
list of your number one and your fall-back candidate, and the 
moment this bill is passed, for the very reasons you have all 
given about the need to end the uncertainty, to satisfy the Canada 
Deposit Insurance Corp. and everyone else that this 1S a viable 
concern that will carry on--I won't embarrass anybody with naming 
any of the five on the list-- 


Hon. Mr. Elgie: You wouldn't embarrass anybody, not a 
soul. 


Mr. Conway: All right. Then let's assume you've decided 
that Victoria and Grey Trust Co. is far and away the best option 
and tnat's wnere it's going to be. So you will then entertain an 
offer from Victoria and Grey to purchase that large component of 
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the old Crown Trust Co. Once that deal is consummated, the papers 
of this province, will read? "Victoria ana Grey “Trust* Co.” Cakes: Over 
the trust business of the Crown Trust Company." 


My friend from Kitchener (Mr. Breithaupt) raises the 
question of how many of the employees go along with the deal. 


Mrv iferP’.. (Reid: What ssSTtnelr. Securetysiir aliccacon 


Mr.t"¢onway: I won't go into the’ experience we “fiad) in 
previous Situations witn that kind of a takeover. Tnat's all I'm 
saying to you, Mr. Minister, and to you, Mr. Macdonald. Maybe 
that's not going to be seen to be the end of the old Crown Trust 
Co.,.1I£ you're a consumer. in’ Brantford who has-been accustomed™ to 
going in, I suspect you'll see it that way. Maybe I'm wrong. I 
don't mean to be unsettling or to be destabilizing, but guite 
frankly, that's what I expect to nave nappen. I am prepared to bet 
my friend the minister a fine bottle of whiskey on the point to 
indicate that-- 


HOfa Mine Loess Sut natwon ne record? 
MracConway: ai hope .~.1t? is: 
Hon. Mr. Eigie: Wno chooses the wniskey? 


Interjection: That's like petting a package of 
cigarettes or buying a round, 


Hon... Mr. Elgie: Lee, me assure. you~ that. the momencs tice 
bill is passed, there will be expeditious action. The nature of it 
will be revealed as it unfolds. 


Mr. -Conway:'' Fine,“ 10 (have ™ indicated “what Iewexpect= the 
action to! bes All iE"m saying’ to Mr v= =Shuve ws. that i fe *thatwaeccion 
does not take place along the broad outlines I have described, I 
will be very surprised. The point I am trying to make is that we 
ought not to leave an impression on the community. I say on the 
basis of my information and my interpretation of that information, 
that the old Crown Trust CoO. 15 pot. GOING. co fremaly aot ee toca 
the ,.past.. Clearlyssi Li) Soe noOteqoungmoyoerir coat, 


I conclude by simply drawing the analogy of my friend the 
member for Carleton East (Mr. MacQuarrie), who for “many years 
carried) on (a... very successful business vor spolicicsi under ste 
Liberal banner, but late in the day he-- 


Mrs. SMacQuarrles save the ligne. 

Hon. Mr. Elgies, Whats,» this, policice=wcoming into Cours 
discussion? Good God. Is this committee deteriorating to that 
point: 

Interjection: Never. 

Mra «Conways. WaLt.9 The analogy. i's = important. — tates fi the 


day that same gentleman, doing a very active political business, 
changes banners and he comes here as a Progressive Conservative. 
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TO suggest that there is not some public importance about the 
Switch in banners, I think, is to misstate case. 


Hon. Mr. Elgie: From that very example, we show a good 
choice in change. That's what Crown Trust's sale will be all about. 


Mr. Cunningham: I just nave one very brief guestion. 
Hon. Mr. Elgie: Oh, come on. 


Mr... Chairman: (tin sainness,,. «aMr..«Minister, <Mri., Swart has 
also been awaiting patiently. 


Mr. Cunningham: I just nave one brief question. 


Mo. voWalts If \ the minister doesnvt. pass. right out, £ 
just have a reguest to make of him. It's not a question. 


Interjection: His resignation? 
Hon. Mr. Elgie: That's a dream. 


Mr... CUunningham:..i «would like .to. ask.—-Mr. “Shuve7 1f.he 
could elaborate on tne involvement of Lyon Wexler in the Crown 
Trust Corp. Was Mr. Wexler actively involved in the operation of 
Crown as you Know it now? 


Mr. Shuve: Mr. Lyon Wexler is in no way involveaq in the 
affairs of Crown at this moment. 


Mr. Cunningham: Not at all, okay. Was he? 


Mr. Shuve: I don't Know the anSwer to that question. He 
was involved with Greymac Trust Co. I am not aware of whetner he 
had an involvement with Crown during that 95-day period. 


Mr. Swart: ri just want to make a reguest to the 
minister. I think he and the committee will agree. There has been 
considerable concern expressed about real value of these 
properties and how you arrive at the real value, etc. I would ask 
the minister if he could get the market value assessments of tnose 
properties from the Ministry of Revenue and supply them to this 
committee. 


I Know that the assessed value of these properties doesn't 
relate to tne market value at this day, but I'm sure the minister 
Knows that a market value evaluation nas been done tnroughout this 
province and has been kept up to date. It has been done 
independently, and I think it's as good a gauge aS we can get of 
the real values of these properties. 


Mr. Macdonald: Do you mean under the Assessment Act? Is 
that what you're talking about? 


Mr. Swart: Under tne Assessment Act. I am wondering if 
the minister-- 


Hon. Mr. Elgie: I don't know if we can get tnat. 
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Mr. Swart: --would have that for uS on Monday if there 
is some real question of the valuation of these properties. 
Hon. Mrs Blgie®?- I *can*twgive™ youlthe' 'assurance™-atetnree 
o'clock on Friday afternoon that I'll have it here Monday morning. 
I will make inguiries, but I really can't give you tnat assurance. 


Mr Swart: Will you endeavour to get that? 


Hons Mr. Elgie:t'Il ‘witkl tendeavour ‘toecontactihithe: minister 
to see if that's a possibility. That's all I will do. 


Mr. Breithaupt: Can you inguire as to whether the INS-33 
forms that are part of the financial statements would be available 
too? 


Hon. Wire “EVoves INS=3357 forms? 


Mr. Conway: Obviously you were not a member of the 
select committee on company law last year. 


Hon -OMrey ilqgies° Tithave no: idea whether “that tntormacioan 
can be released or not, but I'll see what I can do. 


Mr. Chairman: -Thank*~you, “gGentiemens-—"rs' that “tC? *YWwe~ wat 
adjourn now to reconvene Monday following routine proceedings. 


The committee adjourned at 2:42 p.m. 
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STANDING COMMITTEE ON ADMINISTRATION OF JUSTICE 
Monday, January 31, 1983 
The committee met at 3:27 p.m. in room 15l. 
CROWN TRUST COMPANY ACT 


Consideration of Bill 215, An Act respecting Crown Trust 
Company. 


Mrs Chairman: Gentlemen, at 2230 this afternoon, i 
received one letter from Fasken and Calvin, the solicitors for 
Seaway Trust Co., and the clerk received--I don't know at what 
time--a letter from Hughes, King and Co. Ltd. Mr. King is the 
consultant for the preferred shareholders of Crown Trust Co. 
Without Knowing, I would nalf assume that some of these people or 
thelr representatives may pe in the room. 


Taking the King matter first--I think photocopies have been 
distributed now--Mr. King assumes that we will be meeting at 3:30 
today and "would Kindly ask that we be heard at sucn a meeting" He 
ishéwaiting-. toivheartAbacky’ fron. -tthetoclerk ®*fat “his: earliest 
convenience. The clerk cannot telephone him back until he knows 
wnat the committee wishes. 


Second, we have the Fasken and Calvin letter on behalf of 
Seaway Trust, requesting that Mr. Markle, the present chairman of 
the board of Seaway Trust, appear before us and make himself 
available to the committee. Again, there is a reference to 3:30 
this afternoon, so I assume he assumes it would be tnis afternoon. 


May I hear from the committee? 


Mrs Swarts, Me. Chaifmany “fe think’ “we “should ideal “wrth 
these two separately, as I think you have indicated. I would like 
to deal with Mr. King's reguest first. 


Mr. Chairman: Mr. Swart moves that Mr. King, and/or Mr. 
J. R. Finley, OC, who I understand is the lawyer representing the 
firm, be heard at an appropriate time this afternoon. 


Mra s5Wakt: Mr. Chairman, if I ‘could just epeak ~to0 -that 
very briefly, this committee is cnarged with the responsibility of 
not only amending the bill we have pefore us, but with tne 
responsibility of whether we are going to report 1t or not. It 
seems to me that in this precedent-setting matter, we snould hear 
from the shareholders of this company for which we are taking such 
an unprecedented step. Tnerefore, I am pleased to put tnat motion. 


I don't want to interfere immediately if there is some 
guestioning that should continue with Mr. Macdonald or Mr. Biddell 
or any of the other people we have nere, to bring out further 
information, but I think it important that we hear tne side of the 
shareholders. It is exceedingly important. I Know some of them are 
in the audience and I would suggest that we hear them this 
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afternoon at some point. My motion does not designate that point, 
except to say this afternoon. 


Mr. Breitnaupt: Mr. Chairman, in the remarks I have made 
both in the House and in the committee concerning the matter of 
the preferred shareholders, we have been most interested in 
ensuring that the preferred shareholders receive the same 
protection as has peen given to the tenants who are involved in 
many of these projects, and the depositors, of whom we are all 
aware. 


The amendments I am proposing on behalf of the opposition, 
williideal, -particulardy inGisection Z.on,+the, matters whicnm daitect 
preferred shareholders. I am guite pleased to nave Mr. C. W. King 
appear before the committee. I would think tnat we would be well 
served to nave him place his statement on the record and be 
available to answer some guestions. 


I suppose part of it depends upon the length of time we 
expect to be here and the amendments which are otherwise before 
us. YOu will know, Mr. Chairman, that we have placed 12 amendments 
before the committee and the minister has placed two. I don't know 
whether there will be amendments from the third party or not in 
due course. 


Mr. Swart: We are informed there well may be. 


Mr’) Breithaupts 2So themiecnd, eesult mo suvernavesaton have 
some time for that. 


If we were able to hear Mr. King this afternoon--I thnink we 
do have time to do so if we agree to the amount of time that would 
take--we could then also decide whether it is the intention to 
nave Mr. Andrew Markle, or counsel on his behalf, appear with 
respect to tne investments anda tne valuations that appear to have 
been used by the three trust companies in the projects. 


I recognize that while the bill is dealing peculiarly witn 
Crown Trust Co., the pattern as to how these matters have been 
dealt with, developed and observed upon by the ministry, would no 
doubt be the same both for Seaway Trust Co. and Greymac Trust Co. 
However, that is an entirely separate matter and we can talk to 
that at the time. 


At this point, if we could agree to hear from Mr. King and 
move on with that, since the preferred snareholders do have a 
substantial stake in this, we would no doubt learn sometning which 
would be of use to the committee and has no partisan context in 
any way. Perhaps we could deal with that matter first. 


Mra, Brandt: "Mr.yChaimmany,; IssaBso. +. thinke we. .could,agqree to 
Mr. King's reguest, to bring forward nis views: and give another 
dimension to this whole problem. We feel it is essential and 
necessary for the information of the committee. 


I would like to go on record as saying that I have some 
reservations about some comments that my colleague, Mr. 
Breithaupt, made, particularly with respect to the request of Mr. 
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Allan “Rock. I feel there is’ a different situation “and a different 
problem there. 


Mr. Renwick: On a point of order, Mr. Chairman. My point 
of order is that we are dealing, as I understand it, with my 
colleague's motion with respect to Mr. King and with respect to 
Mr. King's counsel. 


Mi “Branders Yesyotry am “going “~ to speak ** specifically ‘to 
that. I only wanted to say that in the preamole, tnere was some 
reference made to the other correspondence. I think my colleagues 
and I would agree with tne proposal Mr. Swart nas put on the 
floor, and we could go along with that. 


rr CcoulLd add "one -Piner “comment “in "tne “Spirit*%or ‘the 
co-operation that we have here in this committee, I would ask that 
we attempt to keep an eye on the time factor. Tnat is of the 
essence as well. That would be the only caveat tnat I would place 
before you. 

Mr. Renwick: What is the time factor, Mr. Brandt? 

Mi, eeebanuc.s Mrne’ times. factor tvs “int theccLigne. -or “the 
minister's comments earlier about the need to get on with Bill 
215, and certain time constraints that ne nas made abundantly 
clear to all the members of the committee. 


Mr. "Renwick: “you are not trying ‘to limit’ the proceedings 
of the committee? 


Moe bravat.s "_ dia nocesay that. 
Mr. Renwick: No, I hope not. 


Mr. “Breithaupt: This is not the spirit * in ‘which the 
committee iS operating. 


Mr. Renwick: Correct. 
MrGM prande: That- ie “right. “1 thought’ we haa" *that “king ’*or 
co-operative spirit. Maype I have been misguided in that respect, 


but that is what I understood was the case. 


Mr. Chairman: The way I heard your motion, althougn I 
have not got it front of me, was "or Mr. King or Mr.--" 


Mie Swear te it -is:o and/or. 
Mr. Chairman: I see. 


Mr. Swart: I am not sure how they want to present this 
and that 1S wny it was worded that way. 


Mr. Brandt: Let us not complicate it and maybe we can 
get agreement on it. 


Mr. Mitchell: I am sorry, I missed the last line. 
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Interjection: "...and/for his counsel." 


Mr. Chairman: “ALL yehose int savour sot Mrv, Swett 6 (meclon, 
please raise your hands. All those opposed likewise. 


Mr. Picné, you cannot abstain. 

Mr. Piché: No, I was voting in the affirmative. 
Mra.Chaigman: You, nave aaShort arm. 

Motion agreed to. 


Mr. aiChairmansr€ Isi Mr.guking psonceMr 0 Pinveyar inl. the. #500n 
today? Yes. Please sit back where you are. 


The next guestion iS, when are tney to be heard? We have 
several other .-things...Mrc., Breitnaupt Gariier @pbrougnt —up tne 
guestion of when the bill was going to be reported back to the 
House. There is also a statement of the minister to be dealt with. 


May I have some direction on the letter of Fasken and Calvin 
regarding Seaway? I brought that up. May I nave some direction? 
Mr. Renwick? 


Mr. Renwick: Mr. Cnairman, ne am not concerned witn 
whether you deal with my motion now or after we have heard from 
Mr a cKing) sand «MrewPinkey felifsethateas; theadecisionvodt, thescommitteec, 


Mr. Chairman: Mr. Renwick moves that Mr. Allan M. Rock, 
counsel from Fasken and Calvin, the solicitors for Seaway Trust 
Co., come before the committee to explain to us tne direct and 
continuingo interest ofsiMrée.Markleneinea thes deliberations sofsathis 
committee concerning the Crown Trust Co. Act, 1983, and the issues 
which it presents. 


Does anyone wisn to speak? Mr. Brandt? 


Mr. Brandt: We baves,some:, difficulty swith.» respect. to ~that 
motion, primarily because it iS my understanding, subject to 
clarification fromthe minister, thateaithnere. Ss anvwappitcation- (ror 
a judicial review of tne wnole matter on the part of this 
pParticulam firm, Pt is notwvdirectly “involvedewitn. bills 5 andcne 
Crown Trust affair in quite tne same intimate sense as _ the 
previous speaker, so I cannot go along with the resolution on the 
floor at present. 


Mr. Breithaupt: I think the committee would benefit by 
having. Drought: ebeforen it. _someonesnwhoyttrs fable. to give sus 
information on how these Kinds of transactions were put together. 


It would appear that the involvements of Seaway, Greymac and 
Crown, nave all followed a certain pattern. There is a knowledge 
and background which the committee does not have. 


In ,.the question I put to -the minister in sthe’ Legislature 
today, certain comments were referred to as to what 
representatlvess Otis toesiministry (may e0memay onote favermqone.: with 


respect to certain transactions. I tnink it 1S important tnat be 
clarified. 


I feel that since Mr. Markle has sought to appear before us, 
directly or with counsel, we should accommodate that. It seems to 
me that we have a number of items of documentation to look at as 
well, so this afternoon could well be spent clearing up all of the 
odds and ends. Then we can get on to deal with tne amendments, 
possibly beginning as early as eignt o'clock this evening. On the 
other hand, there may be other documentation and other matters 
that are going to take an additional amount of time. 


For my part, however, I would be guite prepared to complete 
these two presentations after we hear from the minister, because [I 
believe he wants to say something first. If we heard from him 
first, then from Mr. King and his solicitor, we would then have, 
it is hoped, some time this afternoon for a presentation of some 
of the facts and background. It mignt be very helpful to us to see 
whether certain amenaments are useful in this bill or not. 


SFauU pelle 


I have no desire, nor does my party, to lengthen the 
proceedings. From the comments the minister and Mr. Shuve nave 
made, it is important that we be very prudent about the time it 
tanresa7cosdeal ‘wrth this legislation. ©*i am ‘very mindful of ‘that, 
and we can talk about whether we could sit on Wednesday morning or 
Saturday nignt or any of these other sorts of things. 


The SpoOintriews: siweatwant. Sttowyget fron ciwith, cthisietasks° as 
appropriately as we can. We want to do a decent and, it is hoped, 
workmanlike job as we look at whether certain amenaments might be 
useful or not. I hope it will be a fairly crisp exchange between 
the minister and nis advisers and tnose of uS wno might be putting 
forward amendments. 


Diy any -event , “1° wouldrrthink. ‘that the “solicitors “for Mr. 
Markle, and Mr. Markle nimself, know that matters they may raise 
before tnisS committee enter tne public domain. They will nave to 
be guided by the resultant publicity and anything else that may 
occur from their desire to provide or not provide information, as 
they may decide. 


I would hope we could accommodate tnat. I would 100k 
forward, aS our third item tnis afternoon or as soon as it is 
practical, to naving Mr. Markle appear before tne committee if he 
thinks he nas something the committee could penefit from hearing. 


Mrs “Swart: ‘Very’ briefly, I~ agree with my colleague's 
motion, which is supported by the member for Kitchener (Mr. 
Breitnaupt). 


I do think it is important to get as much information as we 
can about tne transactions wnicn led up to the situation we're in. 
I think maybe we snoula reserve tne right to have Mr. Leonard 
Rosenberg before this committee as well, at some point, eitner on 
our initiative or his. I am not proposing this right now, but 
subject to what transpires, and what useful information we may be 
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able to get from someone like Mr. Markle, we may want to pursue 
that matter further. 


It makes eminent sense, on such an unpreceaented step in the 
historysof Ontario and» perhaps of ,any . other,,province ,in this 
nation, that we get all the intormation we can possibly get from 
all sides. 


Mr. . Spensierdiisn+ Ino sheld sbersvecyy;braef. »~Tn1ls: »committee 
would probaply not be convening at all were it not for the size of 
the large tnird mortgage in tne Cadillac Fairview situation, wnere 
Seaway and other companies were participants. It seems to me that 
the transactions are so interwoven and so essentially interrelated 
thats §hiss-committee: -couldwnot jem. Ealnness, F40ss:CS. AWOLKnw1itnouEe 
the. presence,.or. the contribution »of. Mr. .Markle,..if.. he. freely 
Chooses to make it. 


Also, given the fact that this legislation may serve as a 
precedent — fompas similar,disposition,of. the ,asseécse Ofte cnertocner 
trust. companies® involved, Ir would. (like ito®thnear ,.@ atee thei very 
earliest stage, Mr. Markle's comments about his company. For that 
reason, I would really strongly urge that we benefit from Mr. 
Markle's contribution. 


Mrs Renwicks« I44specifically.«submitted sthe motion, on, the 
basiss*that iMreaAblany Rock, ,of. pRaskenj andy Calvan,«-treusolicitors 
for Seaway, would come and explain to uS wnat ne thinks we 
understand; namely tnat Mr. Andrew F. Markle, the president and 
chairman and president of tne board of directors of Seaway Trust, 
has "a direct and continuing interest in the deliberations of your 
committee concerning the Crown, Trust Company Act, 1983, sand the 
issues which it presents." 


Some people may think that) is) nitpicking, -but I think it»)is 
most important that we not deny to counsel for Seaway tne 
Opportunity to present to this committee the concerns whicn Mr. 
Markle may have. Then we can decide whetner or not they are 
Matters gepmane: to; the bill, beforeyus 4 lLtawould sbe win \the,plighreoor 
that presentation and that decision that we could then decide 
whetner Mr. Markle snould or snould not appear. It's not pecause 
we wouldn't be interested in nearing Mr. Markle, put because we 
have to determine whether or not it is relevant and related to 
Badd pe2 be 


I specifically preparea it in the lignt of the comments made 
by Mr. Brandt, who appeared to prejudage the issue right at the 
very beginning of the nearing this afternoon. 

Mr. Chairman: Thank you. There being no furtner people 
wishing to discuss it, all those in favour of Mr. Renwick's motion 
please raise their nands. Five. 

All those opposed, please raise your hands. Six. 


Motion negatived. 


Mr. Swart: Re-Mored again. 
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Mr. Cnairman: We are left witn the first motion. May we 
now go to tne guestion tnat Mr. Breitnaupt prought up before about 
trying to establisn a time wnen tnis pill would be reported pack 
to the House. 


Mie“ TEES UCNaupt tet hawemayAnoOD thet practiGals drejustuanadé 
the suggestion depending upon what we would do tnis afternoon. [It 
would appear now that the majority ot the committee aoes not wish 
to hear from people who are involved in tnis matter. It tnat's the 
case, who Knows how long it may take? 


I suggest that we move on and hear the minister, and then 
hear “Crom "Mrs “King and carry “on as best we vdcan.) or «don't think it 
is practical to try to set a time framework at this point. 


ME. reGhatrman:=8 Thank  youy “They minister has.” a¥estatement 
and the clerk will be distributing copies of it at this time. 


Mr. Conway: I would prefer not to nave the minister 
begin until we have the statement. 


Mr. Cnairman: I woulda prefer that tne minister starts at 
least one or two words out of it. 


Mom OUWO ys) cust saGbiiit + LC leo “you; "Siri; ras. ssomeone™ who 
has sat tnrough these deliberations, that ii: would be more useful 
to some of us who have sat through these deliberations to have the 
document. 


Mr. Chairman: However, in view of what can happen when 
tney're distributed and then something goes awry and tne minister 
never gets to give his statement, it also becomes-- 


Mee. cunningham: The’sGlobevcando Mail ahave.1t) already; no 
doubt. 


Mr. Chairman: Mr. Minister, would you commence, please. 


Hon. Mr. Elgie: Mr. Chairman, there are two preliminary 
Matters on which I would like to make a statement before the 
committee proceeds. 


PIestye 1 ews tcOM cont rrmrcoac {che ect obtowing® nagtededn 
delivered “tothe ‘opposition parties -and to* ‘the *clerk» since» the 
adjournment of the standing committee on administration of 
suBtice’Ssconsideration of Bill 215 lasteFriday afternoon: 


1. Woods Gordon interim report to registrar, dated January 
ESP LTgoSs 


2. Woods Gordon letter to minister dated January 28, 1983, 
outlining procedure in obtaining submissions for acquisition of 
Crown Trust assets together with information package provided to 
interested parties; 

3. Extracts from form INS~-33. 


Second, after the confusion created by reports of certain 
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statements alleged to have been made by Mr. Player and the 
apparent importance attached to those statements py the Leader of 
the Opposition (Mr. Peterson) and perhaps some others, I thought 
it could be “usefuleito sthercommittee to ‘set outemiow weessee) the 
relevance of Mr. Player's position in relation to the need for the 
earlyvrenactment of Bilis 215 eprovidingeform sauthoritywte transfer 
the Crown Trust Co. assets to a new, responsible party. 


First, ‘the. ibasic «issue; the; ;cabinetyy had .~ton .confront ton 
January 7, 1983), ‘was: whether sor@nots Lt ecould,measonablys come? ta 
the opinion that there existed a practice or state of affairs 
within’ Crown! ifrustwathaty iwas, Oracmight~erbe,.gpresudicial. sco tthe 
public interest or to the interest of the corporation's 
depositors, creditors or shareholders. 


in kviews of mthe..conclusion that.;the Avalue, of. the, Cadiiiac 
Fairview properties in question could not be regarded as exceeding 
$300 million, and that therefore the whole principal amount of the 
mortgages granted by Crown Trust Co. and the other two trust 
companies would fall outside the 75 per cent of value reguirement 
for gualified investments under the Loan and Trust Corporations 
Actye Cabinet twas; .obliged ~tvo: lace. 


This would mean, among other things, that the porrowing base 
of » Crown», .Trusteosco..§ .adggbeensisubstantialsy,,.cie inet mentarely: 
eroded. Tne borrowing base, while technically complex, is simple 
in 4,concept. .Andeposit=taking, .institutions Like .crown er rusts Co. is 
reguired to have a net eguity of qualified investments and other 
assets over its liabilities before it can seek deposits from the 
pubhic: atwadkk. 


3:50 p.m. 


This net equity is the borrowing base, which, multiplied by 
a factor regarded as prudent and established by the act or by 
order’ “in scouncil for the “particudart#@institutionyreieroduces Man 
amount which constitutes tne maximum level of deposits which the 
company can accept as guaranteed investments. This is the key 
mechanism for controlling the level of deposits in order to keep 
them witnin prudent limits for the protection of public depositors. 


In the case of Crown Trust Co., before the Cadillac Fairview 
properties and Daon Development Corp. property mortgages and 
certains ,other» «questionable,» .transactions,, took. place, . that. net 
equity .wasecin,.pthe porder-sofe $45... .mibklion.weAs. Crowns Trustesco.. uwas 
allowed a multiple of 22.5 times its borrowing base, this allowed 
Lt. ptove haves publiie ndepositsninnaStthemmorder or mesic 01 tion: 
approximately 22.5 times the $45-million borrowing base. 


In order to understand the significance of the Cadillac 
Fairview properties mortgages, it is necessary to recognize that 
not just any asset with value or possible value qualifies for the 
purpose of the borrowing base. The aim of the legislation is that 
most gualified assets should be secured by prudent and 
conservative investments because public deposit moneys are being 
used to acquire them. The problem with the $63-million loans on 
the Cadillac Fairview properties apprently placed by Crown Trust 
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Co. is that they did not meet the prescribed prudence test of 75 
per cent of the real estate value. 


Any speculation that there could be subsequent developments 
as a result of wnich some or all of the mortgages could be paid 
off does not alter the issue which confrontea the registrar and 
the cabinet on January 7, 1983, which was the potential for, or 
existence of, prejudice to depositors and others. AS a result, 
even the full payment or purchase of these mortgages tomorrow 
could not alter the position as it existed on January 7, 1983. 


Moreover, not only was the assessment by the registrar and 
the cabinet confirmed by the Woods Gordon report in some 
considerable detail, but in addition, that issue is not relevant 
tox ncthe (oposition “whitch “nowr ‘faces’ ’s¢the  ©govetrhment. )*and the 
Legislature, which is the future of the Crown Trust Co. business 
and assets and the protection of its depositors in the 
circumstances which exist today. 


What are those circumstances? First, taking the Daon 
mortgage alone and making the unlikely assumption that all other 
questionable investments could immediately be made into fully 
gualified investments or be fully redeemed, most of the $53 
million now outstanding does not, in present or foreseeable 
circumstances, constitute a qualified investment. AS a result, 
based on that mortgage alone and making the favourable but highly 
speculative asSumption that all other investments are fully 
gualified or redeemed at their full face value, Crown Trust Co. 
Still does not have a borrowing base today on which to support 
deposit liabilities in amounts anywhere close to tneir current 
levels. 


Mr. Renwick: What is the borrowing base today? 


Hon. Mr. Elgie: Members of this committee would be the 
first to criticize and to condemn the registrar if he accepted the 
other problem investments apart from the Daon mortgage as fully 
qualified investments. They would be right and proper to do so. 
All this adds up to the simple fact tnat Mr. Player's revelations 
Or lack thereof are irrelevant to the issue facing this committee 
and the Legislature. 


Mr. Peterson: I have a Simple guestion for the minister. 
It seems to me that the guts of your case to justifying moving in 
is the $300-million valuation of the Cadillac Fairview property 
and the Daon situation, which you say may or may not be realized. 


Mr. Markle is here. Mr. Markle was an investor in those 
buildings. I assume the other position is that those buildings are 
worth $500 million. He put up some of his own money, at least some 
of his depositors' money, in that. Do you not feel that it would 
be worth while to have Mr. Markle come before this committee to 
explain how he would value that, so this committee would have the 
benefit of his opinion on that crucial guestion? 


Would you not think tnat is reasonable information for this 
committee to have? I would ask you to instruct your back-bdenchers 


10 


to hear Mr. Markle at least, so all of us can nave the benefit of 
the other opinion. 


Hon. Mr. Elgie:. The Leader, of. the Opposition Knows. full 
well that the issue before this committee and the Legislature is 
the issue of Crown Trust. Tne position of the government is clear. 
Information relating to the Woods Gordon report--in fact, the 
wnole interim report--has peen tapled with you confirming the 
government's original position. If there are matters in the future 
that relate to Seaway Trust, then I think this committee has every 
right to-- 


Mr..Peterson;: With, greaterespect-=- 
Hon. Mr. Elgie: May I finish? I did not interrupt you. 
Mr. Peterson: You do not understand what I said. 


Hon. Mane igie: This’rucommitteerahasie every: ragqnorare 
indicate tnat, in those circumstances, Mr. Markle should have the 
opportunity to present himself. I also say to you, quite frankly, 
the issues you are talking about--unrelateq to Crown, by the 
way--are issues that are before the courts at the present time and 
will be. 


Mr. sPetersonswt 4 Fusts want yous: to, cunderstend eexactlyaiwnak 
rE ssaagy 


Mra Chaiemanoso Mr..tyPetersony; maycelu\internuptGyon iailiso 7a 
think I, as one, take offence and on behalf of various others-- 


Mr. Peterson: You have no rignt; you are here to be an 
impartial chairman. 


Mr. Chairman: I am a back-bencher,. 


Mr..nuePetersom:: Areucyousd shenewito »Sback sfordéchim 1 0Oc, af O,erunsea 
committee? 


Mr. Chairman: You have made a statement about the 
minister “instructing his back-benchers." I am a back-bencher in 
that same:nparntys di taken offence scat tehat.e Ppethinki lite ei iquite 
improper for you to even speak of any of the back-benchners in that 
way. 


Mr. Cunningham: That iS exactly wnat he did. He went 
EE RE Ce eee 
over to see Mr. Piche to round up up members. 


Mr. t Chairmanzys ltielts » quéte:) simproper, or avyous,to suggest 
Chait 


MraseBrandtmyJust. for thes mecord,.¢ may ie we uogesteatnats. any 
conversation that took place between tne minister and Mr. Picné 
was not relayea to anyone else on this side of the committee. If 
you are talking about communications, I think you have a lack of 
it over there. 


Mr. Peterson; Mr. Minister, I want to address tne 
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guestion again because I think you nave missed what we are talking 
about. 


Tne key soft spots are the Cadillac Fairview deal and the 
the Daon deal. I would suggest to you that Mr. Markle presumably 
would have some knowledge of the valuation with respect to the 
Cadillac Fairview deal. I am not talking about Seaway Trust. I am 
not talking about the investigation into Seaway Trust. 


We also do Know that Seaway Trust is engaged in this kind of 
Pinancingt) over ‘au-perioa trot -time with = “the ~ "tacit ) ‘epproval, 
presumably, of your ministry, which I do not expect you to admit 
Or deny right now because you have been denying it for some time. 
The point is, I am Suggesting that ne can shea some light on that 
transaction, which is relevant to Crown as well as to other 
matters that may develop. 


wold” you, not’ feel’ \sif,— that Pyou°@could> enlighten, the 
committee by asking Mr. Markle to come forward to give nis view of 
that Situation? You and your experts, Mr. Macdonald, Mr. Biddell, 
Mr. Crosbie, Mr. Thompson and all those other people who know him 
so well, could ask him any questions tney wanted to ask with 
respect to his interpretation of that valuation. Surely you would 
nowawant to, deny ithe “committee “thaty information “in. thissicrucial 
deliberations we are undertaking. 


Hon. Mrs.  Elgie: I have no doubt that the issue.,ot 
valuation will be tested in some arena, but the issue before us 
here today is the issue of the Crown Trust rehabilitation act. I 
have clearly set out the reasons why I could not support wnat you 
are recommending. 


Mr. Peterson: I have just one more point and then I will 
turn over the chair to my colleague. 


Mrs) Chairmante  Point.of* order. Mr. Vohnson: 


Mr. J. M. Johnson: It was my understanding that a motion 
was tabled to near Mr. Markle. Tne motion was defeated. The motion 
was also tabled to hear Mr. King and that motion was approved. Why 
can we not get on and near Mr. King? 


Mr. Piché: That is right. Mr. Peterson is out of order. 


Mr. Chairman: Mr. Peterson has the right to address this 
committee any time he wishes. 


Mr. Peterson: You are particpating in a cover-up. Tnat 
is wnat you are doing. 


Mr. Breithaupt: Just to try to help, Mr. Cnairman, what 
we are now doing is perhaps asking a few guestions based on the 
minister's statement. I am Sure that the next thing we will do 
will be to hear from Mr. King and we will get on with that as we 
had agreed. But it does appear to me, tnougn, Mr. Cnalirman, that 
Surely the reason this bill is before the House goes back to one 
point, and that is a difference of opinion as to the valuation of 
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assets upon which mortgages have been advanced to certain amounts 
which apparently jeopardize the viability of Crown Trust. 
Tnerefore, the pattern in wnicn these valuations nave developed 
surely is of great interest to this committee. 


We naveiwrevaitlable, sa to. 4 tus) - Mes Markle, wno haS been a 
participant in doing things in this way and has, as a result, in 
the last several years seen the value of the trust company for 
which ¢<he  Sis't itheaipresident. and chairnani@oLe tne Doara grow 
tremendously, at least on paper, in its assets and liabilities and 
certainly in the interest of the ministry. Since the Crown Trust 
bill has everything to do with how properties are valued and, 
indeed, this whole issue has nothing else in it other than that 
point, we snould hear from Mr. Markle. 


4 p.m. 


I realize Mr. Rosenberg might or might not be available to 
us to explain nis way of doing things, but the whole thing hedges 
and hinges on valuation of properties. If these properties have a 
substantial walue;sobt) maylbe that (the®75 perircent/yrutes was not 
brokenavul£;, ‘om theimothermhand;-arwiblings buyer Sin Metros Toronto 
today would not pay that much in the view of the ministry and 
other valuators, then this government is acting appropriately and 
prudently to have this legislation in place in order to tidy up 
the pieces of an empire which has collapsed. We do not Know which 
1SMICOLrKects 


Toa suggest." itoskyou FOMre.* Chalrman, taofoltowinoismy: teader ss 
guestion of the minister, that a few moments spent on that area of 
valuation would be very helpful to the committee. I realize there 
has been a motion, but Since we were discussing our procedures 
tnis afternoon ana we are dealing witn perhaps a couple of 
guestions to the minister before we proceed, I thought it was 
worth while to set out why we are here, and why we are here has 
got all to do with valuation of assets. 


Mr. eChademan:;)MrasnSwant, wh apologizes ,fomagettingr yous out 
of order here. 


Mr.” Swart:  -Ingjust want-eto,- pursue ithe’ questionvethat= bas 
been raised and state that I, too, believe that the guestion of 
valuation of the properties is essential to the determination of 
what we do with this bill that we have before us. 


I made a simple request just before the conclusion of our 
meeting on Friday, and that was that the minister endeavour to get 
from the Ministry of Revenue the valuation of these properties as 
done by the assessment branch of the Ministry of Revenue. We all 
know they contain two sets of figures. One is the assessed value 
at the present time, based on a variety of factors; and) the other 
1s market value assessment. It seems to me that thiS was a very 
modest and a very reasonable request and something that would be 
of very real value to this committee. 


Any figures brought forward py the ministry to some extent 
can pe considered biased on valuation because they are 
endeavouring to substantiate wnat they have done. Any valuation, I 
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Suppose, brought forward by the other side to some extent, too, 
can be considered biased because they are endeavouring to justify 
placing of the mortgages at these levels on these properties. But 
we have available in tne Ministry of Revenue, it seems to me, an 
Ongoing valuation of these properties wnich is an independent 
valuation. 


I would like to have those before thiS committee and I 
regret that the minister nas not even mentioned it in nis report 
here today. So I ask again to the minister, have you endeavoured 
to get these figures? Are they going to be available to the 
committee? If not, why not? 


Hon. Mr. Elgie: My deputy has looked into tnis on behalf 
of the committee and perhaps he could respond to that question. 


Mr. Crosbie: Mr. Cnalirman, I made inguiries of the 
Ministry of Revenue and I am advised tnat the current value for 
purposes of taxation, whicn we all kKnow is not relevant to the 
actual market value, is $89 million. I understand there has been 
some field work done over the last summer in trying to pring the 
MAEK@tCarValueG=--Lveam. NOL) (Sure FLE Vat =1s"* the %L960 © “figures © or 
approximately around that--and I understand that, applying some 
rough calculations to the Cadillac Fairview figures, and this was 
done ratner guickly over tne weekend, they came to a market value 
assessment of $271 million. 


Mr. pWae Ce Put ) epeecowld ~ust= finish -ay' suestioning’ on 
that, I am glad to have that report but surely we should have 
something in writing from the assessment branch of the Ministry of 
Revenue. They have market value on these. They have a method of 
bringing them up to date, as they apparently nave done by this one 
particular method, but they can give us a pretty fair indication. 


I am not questioning the accuracy of what you have told us, 
but surely we should have this in writing before this committee. 
It may substantiate what the minister is telling us, and I 
wouldn't be surprised if it does. I would like to have a report in 
writing on the market value of those properties from _ the 
assessment branch of the Ministry of Revenue. I don't think that 
is an unreasonable request whatsoever. 


Mr. Cunningham: Tne issue here, simply distilled, 1s the 
valuation of the property. I do not think any of us here at the 
taple are sufficiently qualified to act as judge and jury on just 
wnat the values of these properties, individually or collectively, 
are and therefore establisn what is an appropriate borrowing base, 
wnat would pe in the basket clause, what would not be a gualified 
investment or otherwise. 


We nave the opportunity today to near at least, Mr. Rock, 
counsel for Mr. Markle. It seems inconceivable to me that we can 
hear from Mr. King on this particular subject when, on a matter 
that may very seriously affect Mr. Markle, we cannot take five 
Minutes to hear from nis counsel. I would aSk members of the 
committee to reflect very seriously on that and be mindful that 
Mr. Rock and Mr. Markle are here willingly as volunteers. AS a 
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committee, we snould hear them. I think we snoulda really reflect 
on that very seriously. 


Mew Miteheldd ssl rwouldenjust whike.wt05..90) ack. (oO. .a, Dole 
the minister made earlier. I am parapnrasing, but he did draw to 
the attention of tne committee tnat tnere are actions which may or 
may’ nots.be under, iwayoeatnethéen couttswayl athinks that msrpethe; moose 
cogent point tnat has been raised with regard to why Mr. Markle 
Should not be heard today. 


In answer to tne comment Mr. Cunningnam made, you will 
recall that Mr. King is being heard because his involvement is 
directly with Crown Trust. That is all. the comment I wish to make 
at this time. 


Mr. Conway: Very briefly, Mr. Chairman, I “woula ~ Hope 
that all members of this committee would begin to reflect very 
seriously upon the mandate we have in this committee. We have 
exceptional legislation, the like of which we have not seen 
before. We have a proposal to sell private property that does not 
belong to us, for whatever good or not so good reason may be 
offered. We are told by tnose who Know one heck of a lot more than 
the rest, those people in the executive branch of government, that 
if awe «don' twactsecands acte,quickly,s, pohereugwili abesscubstantiat 
difficultyuthatwwill edevoive) tonmethes,heads-.of), abljsor suse. the 
Legislative Assembly. 


We are, told here ,today by..the minister, very. directly, in 
the first paragraph on page 2, and I will guote some of that, "Tne 
basic issue which the cabinet had to confront on January 7, 1983 
was whether or not it could reasonably come to the opinion that 
there existed a practice or state of affairs within Crown Trust 
that was or might be prejudicial to the public interests or to the 
interests of the corporation's depositors, creditors Or 
Shareholders." He goes on to tie that directly into the whole 
guestion of tne Cadillac Fairview sale. 


As my colleague the member for Kitchener has pointed out, 
the essence of that sale turns on the nighly contentious issue of 
valuation. I don't Know how members of this committee, in the heat 
of the night and the hurry of the day, propose to adjudicate this 
extremely important sensitive issue. There are some in this room 
wno, by virtue of their executive privilege, know one neck of a 
lot more than the rest of us, and they are the oneS wno encourage 
this assembly to move expeditiously in this matter. 


I am intrigued to know more about the central guestion as [ 
see it, which is the whole guestion of valuation. That question 
has, created much.-of.the raddificulty.torythesCrownsT Eustis co. VW aevoulLd 
be delighted if Mr. Leonard Rosenberg could be brought to this 
committee to explain nis side of that whole business which is not 
accepted py the government. 


4:10) De me 
However, I just want to underscore the impossible catch 22 


ins which, swe,;sasica committee, ; find .ourselwes..14- tom one,=.do0. not 
Know how I can proceed with this bill when I do not nave any 
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information on now the otner side went about valuing tnese 
properties. To this very day, they insist those values are 
reasonable and fair in terms of market conditions. 


It has peen said before by the minister and his legal 
counsel that this deliberation on Bill 215 nas to be a very narrow 
roctieo.on the atrairs,.of the Crown’ Trust” Coo” I-*just@*“have -to 
reiterate that tne principal difficulty that we are told brought 
the Crown Trust Co. to its Knees was its involvement in the 
Cadillac Fairview transaction. I do not Know now we can separate 
the Crown Trust Co. from that particular apartment deal. Having 
Said that, I don't know how we can deal meaningfully with that 
apartment transaction if somebody, somewhere, doesn't come before 
this committee soon to give us wnat is purportedly the other side. 


There may be members in this committee who feel confident 
thats Wwe. snould. rush... tOrwarad in the. absence of that. Kind of 
information, but I must tell you, aS one wno has sat here for some 
hours now, I don't want to count myself among that number. 


Mog Cheirmane That iss) thes ena. of the. “response too the 
minister's statement. Shall we then get on? 
\ 
Mow. Kang]. ana “Mrs V Finley,” “would”. you" "come" up ‘near "a 
micropnone, please? Mr. King, would you identify yourselves for 
Hansard and for the committee. 


MEWmtnNlng Ss eOirGee Cc halomhan, soy senanere ise "CC. 2 iKhing. “i Pan 
president of Hughes, King and Co., representing all the preferred 
Snarehnolders of Crown Trust. My colleague is Mr. John Finley, QC, 
of Smith, Lyons and Co., legal counSel on behalf of the preferred 
Shareholders. 


I appreciate tnis opportunity to speak to this committee and 
to make some representations on benalf of the preferred 
Snareholders. 


Mr. Breithaupt: Perhaps Mr. King could advise us--I did 
not see it in glancing through the statement guite briefly--how 
many preferred shareholders there are. 


ME ek ifide. ss + Was, .gGO1Ng to, comes to F that...) I Pheilieve’ tne 
press statement I made on Friday is before you. 


On the question of the preferred sharenolders, there are 
approximately 1,800 preferred series B sharenoldaers and about 535 
series A preferred Shareholders. I would, nowever, like to point 
out to you that a number of shares--for example, there is one 
registration of about 76,000 shares held Dy a broker--that are 
held in pbrokers' names are in turn Subddividea througnout thelr 
clients.” Also I ‘would “like to point out that a number of the 
registrations retlect registered retirement savings plans and 
represent people's life savings. 


Since last week and tne introduction of Bill 215, 1t is only 
now becoming apparent to tne preferred sharenolders that their 
investment is in dire straits. Many of the sharenolders who have 
called me would reflect what we call in the investment industry 
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widows and orphans. They are smaller investors. In one case, a 
husband and wife came to see me. They had lost a substantial part 
of their life savings in the Atlantic Acceptance Corp. situation, 
and had been encouraged to go to safe seas in Crown Trust-- 


Mr. Conway :hoMr.) “Kang ael baad mnot fhear svhawitastareterence 
about the Atlantic. Acceptance Corp. 


Moe Kinowis Yes, 7 Pty was, JUSt.one particular, instance. Iam 
try.ing, to. demonstrate, the.fact. that, this, 2s lite savings. ites.s 
not a speculative real estate investment and what one would 
consider a high risk. 


In one particular case, a couple came to séée me. They were 
very much disturbed; in fact one party was in tears. Having dealt 
with the Atlantic Acceptance situation in the 1960S they nad been 
encouraged to seek safer waters. He was not interested in capital 
gains or anything of that order, but was looking to a secure, 
steady, uninterrupted dividend return. He had been encouraged to 
invest in Crown Trust. You can imagine how upset he was. 


I do not know how many others were, but I think it nas only 
been in tne last week that oa substantial number of . these 
Shareholders nave become alarmed at the fact that they may lose 
their investment entirely. 


Tnat in brief, is tne packground of who they are, and their 
numbers. To go back just a Little bit “in history, Crown Trust. was 
incoftporated .4in —1s 9. peithe stirst ipublic gioffermnos of wprere. rea 
Shares of this company was in 1977. In the early part of last year 
a series B preferred share issue was done to exchange the Canreit 
Investment Trust which Crown Trust reacgquired. 


Tney are not voting shares; tne snarenolders have no say in 
the management unless eight quarterly dividends are missed. I 
believe the quarterly dividend in December 1982 was paid. It would 
be silly for anyone to expect that the dividends woulda ibe 
fortncoming in March, which would be the next payment period. 


I am just reading my notes here. 


We have been attempting to meet with tne minister to discuss 
the matter since last November. We had a brief meeting with Mr. 
Crosbie last December. We nad a prief meeting with Mr. Biddell's 
assistant last week. We are, nowever, completely in the dark as to 
the financial condition of Crown Trust, or what ‘the “minister and 
nis advisers nave in mind for the preference shnarenolders. 


Under these circumastances, we very much oppose» Bill 37215 
which is now before you. Bill 215 has the effect of expropriating 
the rignts of the preference shareholders witnout compensation. I 
had the privilege of reading Mr. Breithaupt's statement to the 
House on Tnursday nignt, and he very eloguently set out the 
conseguences of this bill. 


Bilibwe25. charges, the gassetsicofoicrowns Trustetand @themsmal. 
investments of so many Ontario citizens. The massive expenses of 
the minister's army of investigators, under tne command of Mr. 
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Biddell, at the rate of $75,000 per day, is depleting the 
preference shareholders' investment at the rate of 2.5 per cent 
per weék. > tBagilrezl5 grants to the registrar’ vfrtuahy total 
immunity to any claims for mismanagement of the assets of which he 
has taken control and possession. 


4:20 p.m; 


The preference shareholders are not real estate speculators, 
as Mr. Rosenberg has been guoted as describing himself. By far tne 
Majority in both number and value are citizens who nave invested 
their savings in what they were led to pelieve was a safe industry 
which was government-Supervised, people who wanted to look after 
their own needs in their retiring years, responsible citizens of 
this province. Tney deserve the respect and encouragement of this 
government, not the expropriation of their rights as sharenolders 
and eventually of their savings. 


Why should these preference snareholders bear the cost of 
the government's investigation? They are reguesting that Crown 
Trust continue intact and that the confidence in the institution 
be restored by placing the company under new management. In this 
way the assets needa not be sold at distress prices. Tne value of 
the so-called soft assets will in all likelihood pe upheld if they 
ere Neldias part ‘of a continuing Crown Trust. 


New management iS very much required. Mr. Biddell is 
Drée=eminent “in “his fiela, “put his. field “is as “a Liguidatory «He “is 
not renowned aS a manager, and certainly not as a trust company 
Manager. New management could come from within the preference 
shareholders, which include trust and loan corporations and 
insurance companies as well as the individual snarenolders. 


Rte Dcniss point. 1) might ooOint out, inethat’ 1 neard' it “raised 
earlier, that the trust companies or insurance companies, in turn, 
own these preference Shares as part of their equity base and tnat, 
therefore, provides them with the ability to take premiums and 
deposits. 


Anotner alternative for which there is a precedent is in an 
existing trust company, to be retained on an agency basis to 
Manage the company. Tnis function was recently performed by 
another trust company on behalf of District Trust, and a similar 
arrangement was used witn Stratncona General Insurance Co. New 
Management, combined with the financial support of the Canada 
Deposit Insurance Corp. ana of the Ontario government, would, in 
Our opinion, restore the public's confidence, not only in Crown 
Trust, but in the entire trust industry as well. 


To allow the innocent preference shnarenolders to lose their 
entire investment iS not poetic justice, as Mr. Macdonald 
G@escribes it, or any other kind of justice. It is unjust and will 
cause very serious harm to the reputation of tne industry. 


Another alternative would be to ensure that tne preference 
Shareholders would have their investment returned to them by 
treating them in the same fashion as creditors. The preference 
Shareholders are distinguished from the creditors only in form. 
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Tney are not owners, they have no voice in management and they are 
entitled. «tom thet, opportunat ys. tosepgo0ing. tTheL. Creaprorat iin piiie 
government's lifeboat. 


Here are some additional comments regarding Bill 215. There 
is no doubt in -,-our: minds: othat natural justice, where’ each party 
has a right to be heard, is being denied in this pill. Surely we 
would be entitled to a court review or allow the courts of the 
land to determine the merits of the situation. 


We have not got complete information, but information that I 
tnink should be of interest to you as well as ourselves is what is 


the maturity schedule concerning the assets? IS it mismatched or 
iS ab Dots 


It is recognized that every portfolio manager has a certain 
percentage of his portfolio at more risk. On the other hand, the 
return is greater, and it is only prudent management to that end. 
Of course, it should not be abused, but one can only look at our 
Chartered banks, for example. I dao not believe there are any loans 
to sovereign nations or banana republics. I don't believe there 
are any large investments in the oil pasture out west. I don't 
believe there nas been any assistance in government bailouts of 
Massey-Ferguson and so on. 


Tnese companies have been regulated. I refer you to the 
issue under tne prospectus, the series A preferred shares dated 
April 5, 1977. I guote government regulation: "Tne Loan and Trust 
Corporations Act, Ontario. The company is registered as a trust 
company..under .the .Loanssand. varust..conporattonsy Act,. Ontario, and 
its operations are subject to inspection and supervision by the 
registrart under) the vact.. = 


I would like also to point out that I understand that as of 
October w/prthe,. so-callediasoftanassetse consistjgor alessu than. 10 
transactions. Therefore, one can assume that the capital put in 
place in the company by our preferred snareholders in fact went to 
purchase the hard assets. AS a result of the government's design 
to be cast or left floundering in the Ship, rather than joining 
the admiral in nis lifeboat, it seems that we are being separated 
from the.«very..assets. that .1t, made possible. for Crown Trust ro 
acgulire from its multiplier base. 


If we are not permitted to establish a management committee, 
then I believe that we would like to join in the bailout with the 
Canada Deposit Insurance Corp. and have our position redeemed as 
provided for in liquidation of assets under the terms of issue 
under the prospectus. 


Mr. Chairman, I don't want to take up unnecessarily the time 
of your committee, but I believe that my statement of last Friday, 
which 1s before you, probably covers tne substance of anything 
else I might have to say. I recognize the time constraints you are 
under. I would, sir, be delighted to respond to any guestions tnat 
you or your committee may nave. 


Mr. T. P. -Reid: Coula we ask tne gentleman to table the 
prospectus that he has indicated and any other documents? 
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Moy Chaicmans wnat is: Satrsfactory, is ‘it? 
Mr. King: Yes. 


Mr. Chairman: Fine, thank you. Give one copy to the 
clerk. He will make photocopies and distribute them to the members. 


Mr. Conway: To you, Mr. King, and I want to indicate my 
almost complete ignorance of how these companieS work, but I am 
ratner intrigued to Know what-- 


Interjection. 


Mr. Conway: Yes, it probably is for the benefit of the 
member for York South (Mr. Rae), who by orientation and background 
is far more knowledgeable of these tnings than I am. I would ask 
you, Mr. King, to tell me what, if anything, the preferred 
Snarenolders knew, to the best of your knowledge, apout the rather 
GQramatic change in management-= and Ownership, Or at least 
management, of the Crown Trust Co. from whenever it passed out of 
the hands of the MacDougald-Black interests into Canwest and then 
inco che tall” or *19s2"-when* it? certainly felt -into-the- hands of 
people whose background and disposition was far different to that 
of the earlier group. Was there any concern at that time? 


Mr. King.: That is a good point. The reason that five or 
Six of the institutional shareholders had retained our firm was, 
responding to your very question, that they were concerned that 
the complexion of the company had changed direction. It wasn't 
that we had foresight that this was going to happen, but it had 
changed direction. 


I think you can appreciate that under the terms of the issue 
and the provisions that are assigned to the preferred shareholders 
they have no vote, they have no say in management. It really is 
another form ‘of depositor interest, albeit at a greater risk in 
that the pecking order is further down from the depositors. 


It would be only in default of the dividend tnat they would 
be entitled to put people on the board or nave some say. 


4:30 p.m. 


Mrs * Conway: We ~ heard’ ‘the “others day» that «some of “the 
long-time employees of Crown Trust were so concerned about 
irregular transactions witn the new management, particularly the 
management after October 7, 1982, that they would not put through 
some of the rather exceptional reguests being madae of those people 
by the new management. Given the kind of street talk there always 
le ps \l am wonder ingrewnether of- hot 4 you "Ofd tanyrsof “the nlajor 
components of the group you represent were sufficiently concerned 
in October or November to convey your concerns to any authority in 
the provincial government. 


Mr. King: Tne company is under continual supervision by 
the “ministry. I can only presume’\-tnere were. Multiple-unit 
residential buildings, wraparound mortgages and things like that, 


20 


have peen in vogue or have peen a form of financing for years. 
MURBs, for example, are encouraged by tne government. I personally 
don't approve of those types of investments, but it's something 
that's been in vogue. Perhaps in some circles I am considered 
Sguare and conservative. People were aware of that, but the 
preferred Sharenolders didn't have an opportunity to raise those 
points until October 7. By November, we nad six institutions that 
were very concerned and nad taken steps. 


Mr. Conway: Would you elaborate on how, Specifically, 
they raised their concerns and wnat specific steps they took? 


Mrs i iKRaingsheihey . cooker thes step aotethetaiming ACuUmeteium. vo 
make representation. 


Mr. Conway: When did they do that? 


Mrs ~ King s..The,,,end, sof .\.Novembers .orsaearly,. December ; I 
haven't got the exact date. 


MrvesConwayinoThat’s fiairsenoughitrDid. itheya indicate Sto_gvou 
what their specific concern was? Am I rignt in thinking that they 
were concerned that this company had been taken over by the 
Greymac group and were now associated with a highly speculative 
apartment transaction in Metropolitan Toronto? 


Mr. King: Yes, Side Tne problem is the legal 
implications. It was difficult to speak frankly. Tne approach we 
took was to prevent the amalgamation of Greymac Trust and Crown 
Trust. It isi:notreclear, sunder \the Loan and. Trust .Corporations,. Act, 
whether rpiwe Onhadil ia: votes bing thaceeregqarda. SOME” KYEaGRS:. 5 pago., if 
represented Hamilton Trust in its sale to Canada Permanent 
Mortgage Co. AS a matter of courtesy we permitted and asked that 
the preferred Snarehnolders nave a vote in tnat regard. 


Ln oyoun -deltberat lions, regardingSethe satutcure, Celsicninkee tes 
proper that preferred snareholders in this industry have a say as 
to whom they want to pe amalgamated with. 


To get back to your question-- 


Mri xveconway wiSOnmyies Tumseunclears (On © that. At 2 the jendsmoc 
November or early December, six majors came to you and retained 
you out of the concern that we nave identified. Now will you take 
us carefully tnrough the steps that you intitiated and discharged 
on their behalf? 


Mr. King: We did receive legal opinion that our position 
is very arguable, in three areas. One was that when they would 
come for cabinet approval--I believe it's called an order in 
council--that we would declare the position we had not been 
consulted as "sharenolders." 


The “other “area Gsimply  laseethat ~eunder *shejfactjieweitrelthwe 
were entitled to vote as a class on the proposed amalgamation. Our 
instructions were to defend tne position that we would vote as a 
class. The. purpose? of rthiswase'thatyu(Greymac’, Trust! is: ayprivate 
company. Tne complexion of Crown Trust and the direction it had 
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gone since tne issue of these snares, nad dramatically cnangea 
from a good Mother Hubbard situation. Does that answer your 
question? 


Mr. Conway: Again, this may be a completely improper 
question or a question that doesn't relate to reality as you know 
it, but did you at any point discuss any of these matters with 
Girectors of the Crown Trust Co. to communicate to them your 
concern on behalf-- 


Mr. King? "I attempted “to; ‘but *when**t* called,i*they” did 
not Know who was in charge. I asked for the president-- 


Mr. Conway: Leonard Rosenberg? 
Mr. King: They did not Know who the president was. 
Mr. Conway: In November and early December, tney-- 


Mr. King: No, in December. I was given a Mr. Stewart, I 
believe. 


Mr. Conway: Tf I may just repeat tnat. In early 
December, when you called the head offices of the Crown Trust Co., 
no one in authority could assure you as to who was in cnarge. 


Mr. King: I cannot Say whether it was early December or 
the end of December. But some time in December I called the Crown 
Trust Co. to let them know we were taking this course of action. 


Our normal course was not to go through the press and tnat 
sort of thing. Normally we would speak with the chief executive 
officer. When I called, they did not Know who was in charge, who 
the chief executive officer was. When I asked wno had the senior 
rank or the senior title, I was given, I believe, Mr. Stewart, who 
was the executive vice-president. He appreciated my call. 


I told nim what our position was going to be. I subsequently 
wWeate bocoe tins tol gleta hin +know.e that’ ewer “would “object eto the 
amalgamation, and that we would ask that the preferred 
Shareholders be redeemed out, as provided in the provisions of 
issue for the shares. 


Mr. Conway: To the best of your knowledge, there was 
never any contact made between yourself or any of the six majors 
you represent, with any particular member of the board of 
directors of the Crown Trust Co. 


Mr. King: No. People were being appointed to executive 
positions whom I viewed were not imbued with the integrity nor tne 
experience warranted. I would nave felt they were not aware of 
what I was talking about. 


Mr. Conway: You did not have confidence in the new board 
that was being appointed. 


Mr. King: No. Tnat was my concern. 
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Meas, Conwavisaoheptinegs. eecint, ifn ct emi ohbtes 3 iWe, inusth is 
committee and in the House, have been told over the last number of 
days, that your property rignts are in some jeopardy, but tnat the 
government has only two alternatives. Their silent partner in all 
of this, the CDIC, is constrained legislatively to wind down the 
Crown Trust: -Cozpcorssel L-iobf gasumuchsofettieas. ithey. canrasna soins 
concern to someone who will puy it. 


Your Submission does not agree with that position. Your 
counsel: would’sindicate) a view, panticularlymtonthe rolesiof epic, 
which we keep being told is vital to an understanding of the very 
limited choices this Legislature has. 


Mr. Finley: If I might respond to tnat. The precedent we 
are referring to iS.4a Situation with respect €o Disterererrirer] Co. 
in the recent past. In conjunction with tne CDIC, we are advised 
that Sterling Trust managed the assets and operation of District 
Trust for some time, and still does. That iS done in conjunction 
with the CDIC. For that reason, we see a precedent that we suggest 
would be appropriate in this particular circumstance. 


Mr... Conway sieThankeryousveryn muCcChantd lwasniusee aschingenmny 
colleague, the member for Yorkview (Mr. Spensieri), and we cannot 
recall offhand, but maybe you can name some of the new board 
members who were appointed in November/December to the Crown Trust 
board. 


Mr oiKkings Iawoulderatherrnotiaclvdoenot athink=-= 
Mrs Conway: (That isifine .iie cam:check ‘thats anyway. 


MreatRenwick:erh have: gewo;, OFPuthnee pointsapthat pie nwould 
appreciate if you would clear up. I take it from the information 
available to us, tnat we are talking about rougnly $19 million to 
redeem the shares. 


MroetKingpaclte tsepactualiy dia Bitch edipiowermaewnan etiac-e 
because under the provisions of issue, it provides for a Sinking 
funds I,-believen~it is.closer to:$18 million. 


Mrnhe REDWICKts SOs) Lio iS ol 8 MLL One Comey Cnn) be Late LO 
redeem the preference shares in accordance with their terms. 


Mi, KINO aves 


Mr. Renwick: You have mentioned only the one discussion 
with the minister or his deputy. Coulda cyou ~teld jus when othar 
meeting took place and what the discussion was about? 


4:40 p.m. 
Mr. King:.*We met, with the--I have. not .got,.the place 


precisely in mind, but it was in December. I met with the deputy 
minister, Mr. Crosbie. 


Mr. Renwick: This would be early in December, before any 
action was taken? 
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RY. King: Bxactly. Lae Was to present our concerns 
regarding tne direction the trust company was going, to tell him 
about the action we proposed taking regarding the opposition to 
any amalgamation witn Greymac. He was receptive to that, put did 
not volunteer Support one way or the otner. He was friendly about 
it. I left witn the impression that if he was objecting to wnat we 
had to say, he would have said so. 


I am sorry. That sounds like a roundabout way of saying it. 
But that is precisely the way I would understand it. 


Mr. Renwick: How many meetings did you have at the end 
of November and early December with the Ontario Securities 
Commission and with whom did you have the meetings? 


Mr. King: We advised the Ontario Securities Commission 
of the position we were taking. I talked to the chairman, Mr. 
Knowles, and I had a conversation with Mr. Salter, the director of 
the OSC. 


Mr. Renwick: Were you, or any of the people who retained 
you, aware of what Woods Gordon, on page ll of their report, 
referred to? "Of more serious impact was the request in December 
of its long-time panker"--that is the banker of Crown Trust--"to 
close its accounts as guickly as possible and to make alternative 
clearing arrangements. Tne company was not a borrower with tne 
bank at the time." Were you aware of any such action? 


Mr. Kings Not until it was public, which I believe was 
in early January. 


Mr. Renwick: You were not aware of that at any earlier 
time? 


Mr. King: NO, we were not. 


Mp. c Renwick?s (Would you; cand “Mr. Finley if he ‘chooses "to 
ao**so,* put the “case to this committee as to why preference 
shareholders should, in this specific case, be treated equal to 
depositors in the company, and differently from common 
shareholders? 


As I understand it, you are taking the position that in a 
company like Crown Trust, preference shareholders are entitled to 
significant protection apart from the terms and provisions of 
their shares. 


Mrvreriniey: “In® strict’ legal ‘terms, and terms of which 
you are guite aware, a preferred snarenolder aoes not rank pari 
passu witn the creditor, but does rank in priority to a common 
shareholder. In legal terms, tnere 1S no guestion about tnat. 


We are dealing nere witn a preference snare of a trust 
company, which to citizens in the street is an industry tnat is 
highly regulated, to the point of tne snarenolder relying upon it 
to be regulated. He has no say in the operation or management of 
the company. 
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For.,,, thats reason; .we,..suggest. 460 lyOlwiethat, Werathec .tpen 
expropriating the preferred snareholders' assets for the perceived 
sins of the common shareholders, which as yet have not been 
proven, we would suggest that it would be more than equitable if 
the preferred shareholder be treated in the same way as the 
depositors, rather than the common sharenolder. 


Mr. Renwick: What is the attraction of the preference 
Shnarenolder as an instrument for raising money for a trust company 
such as Crown? 


Mr. King: Tne preferreaq shareholders, from the company's 
point of view, provides-- 


Mr. Renwick: No, from an investor's point of view. 


Mr. King: »ahnswinvestoras espolntacolLonwiew ont srs ac 13a 
provides a senior security, usually with an attractive dividend 
with an assured dividend coverage. From a tax point of view it 
provides after-tax benefits, dividend tax credits, and so on for 
those who are have nigher incomes. 


Mi ener ROCNWICGKSecI E eel) ccoudasy JUSt  Jprmer ives ouch WpOnanE re 
District Trust question, were any shareholders or share investors 
of District »hurt -aS»a-fresult »ofsthes troubles, thatmoccurred ywhen 
Sterling Trust Co. took over the management by arrangements with 
the registrar and with Canada Deposit Insurance Corp.? 


Mr. King: I do not believe there were any preferred 
Shares of District Trust involved, but in the British Mortgage and 
Trust Co. situation, the common shareholders in the end realized 
$14 a share, again, presumably on soft assets that were not tnere. 


Mre (Swart: clhawant to» ask «somesiquestionss which .ared pretty 
Fundamental: toryme. I do not profess to,be an..expert..in this field, 
perhaps somewhat less than the member for Renfrew North (Mr. 
Conway). 


I. ,WOU Ldyy dik & Gcikt) QaMer ot OKING stk eeyou. .COulLda  o17e5.mer some 
guesstimate of what this will mean to the sharenolders if we 
proceed with tnis bill and it is passed, and the likelinooda of the 
drop in the value of the: shares; i1£ this was’sold off-at the end 
of this week, for example. That may be something of an unfair 
guestion, but if the government proceeded as proposed by the end 
of this week, wnat would tnis mean in loss to the snarenolders, 
percentage-wise or anything else? 


Mrs Finley: Nits Swart, (eset I might respond to tnat 
question, our difficulty is that we are as much in the dark as it 
appears. you. gentlemen. are ,with ,frespect to... the plans ,of. the 
government. 


Let me put the issue this way. As we understand it, the 
intention is to remove the so-called hard assets from Crown Trust, 
to dispose of them to one of the five suitors, and to leave the 
soft assets in Crown Trust where $20-million worth of preferred 
Shares are neld by a number of individuals. After eignt guarterly 
dividend are missed, which would put it into approximately January 
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of 1985, we would have a vote and the ability to elect two members 
to the’ poard of directors.* Inthe meantime, “if- the "control “is 
handed pack to Greymac Trust, they could do as they wisned with 
the assets of that company. 


What would you think the preferred shares were wortn? 


Mr. Swart: I really do not kKnow. That 1S why I asked the 
question. I nave an idea, yes. 


Perhaps I can put a supplementary to that. If Crown Trust 
were to be sold off at the end of this week, not parcelled out but 
Soumemrtinan fone: biock»s! what twouldhethe ;wefitectoethenc be one! the 
Shares? What loss do you estimate there would be from the period 
of say, November or even December 1, until the time they are sold 
now? 


Mr. Finley: it “would *be *tsoteiy =a guestion of the 
Mark-down from face value. These assets would be sold at what is 
popularly called distress prices. The pnraseology the liguidators 
use to talk about it would be so many cents on the dollar. 


I have no idea what those are. I think pernaps’ the 
Minister's adviser would be more able to tell us how much we mignt 
expect. Ihave no idea. 


Mr. IT. PB. Reld: Bighty cents * on “the” dollar ‘hasbeen 
bandied around. 


Mire VOWAL CS? Perhaps. Mr.) King; * who has had- quite’ ‘a Lot? o£ 
experience in this line, might give us some indication of the Kina 
of loss we are looking at. 


Nr seri) eae GCI “CLES "rs! ‘aaetquesticon Moss confidences Te 
there is a fire sale, it will be a fire sale. As you know, when 
you g0o.*to-an* auction’ sale® there’ -is'“a price °and it is° an “intrinsic 
value. Intrinsic value is realized over a period of time. I tnink 
this is an element the minister is struggling with now, the 
so-called price and value. 


An. as 


tT docnot mean to be “evasive, but “I ‘do not ‘think there will 
be any value to the preferred shares if there is going to be a 
fire sale. I think it will be wiped out, as this gentleman, Mr. 
Reid, says. If it is 80 cents a share left to the depositors ‘and 
they are short by 20 cents, there is not going to be anything left 
for the preferred shareholders. 


Ne. Swerts > would Pikes *’to “gevtthe® comparison’ of “chat 
and what you are proposing. I am not just exactly sure what you 
are proposing, but there must be some risks if it is not sold and 
it goes on aS an operating unit with the situation it is in. 


First, exactly wnat are you proposing as the alternative to 
the sale? 


MronKingt Mr2 «‘SGwart, I *suppose?: the first © thing “is! we 
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would like to be redeemed out, period; that we be floated with the 
admiral in nis boat and realize, hopefully, in time on our assets 
that way. 


Alternatively, there are two subcomponents to this. One is 
that the company be placed under tne management of its preferred 
shareholders. Many of the fine institutions and some, sir, from 
your town, who are the preferred sharenolders, are in a position 
to put up a management committee, people of stature and integrity. 
Hopefully, that would provide credibility and confidence that the 
company, Will.~pulbl out.,o£f Bt with,.ther support .0£ the, CDIC. and -chis 
government. 


The subcomponent of that is simply to place it under a 
Management situation, as the government has already done with 
District .and Strathcona and so on. A company, perhaps with, the 
preferred sharenolders' blessings, would be run on an agency basis 
aS an adjunct of another company, either to be wound down in an 
orderly fashion or amalgamated in due course, 


At some point, the liabilities would then be determined, 
rather than having the committee guess what the value price is, 
and distribution would then be made to the shareholders. Or a 
proposal could be made that at some time in the future they would 
be paid and that the managing trust company would be rolled into 
that company's assetS and a Share exchange arrangement could be 
made; something of that order. 


A third corollary %tnder/ithat “basis Wwould@ube Pthate ran 
adjustment on dividends be imposed on the preferred shareholders, 
say in five years, to make the shares retractable. That would then 
give the acquiring company an opportunity to refinance. 


I might add that if Bill 215 goes through--I have done quite 
a bit of financing for trust companies in the last 10 years--we 
will have destroyed a financing ability of a very noble industry. 


Mr. Swart: Am T right in assuming chat) evou are 
Suggesting that we not pass this bill in its present form to sell 
it, but rather we carry on with existing legislation which gives 
the power of management or some change in that legislation? 


Recognizing that the shareholders are in the same boat as 
the depositors--perhaps they are not at the leaky end of the 
boat--do you feel there is a better chance of their security in 
continuing on with this company than in selling it? The same thing 
would apply to the depositors. That is what you are telling us, is 
1c 


Mr goo KanGeyaiiyigam wsayingt bh thatgydel firmlyeiebelteves we. Can 
restore the credibility of the company by the placement of men of 
Stature and soundness to see the situation go through. I believe 
with the co-operation of the ministry and the government and 
nonpartisan aspects here that this can be done and we will Salvage 
something for everybody, including the preferred shareholders. 


Mrs. Swartsyle understand that) cis: woukr! t£irst.orand) ihighest 
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priority. Second, if it is going to be sold, it should be sold as 
one unit. 


Mr. King: Exactly, because we are really being 
disenfranchised, not only in our rights but disenfranchised from 
the assets that these preferred shareholders created the ability 
of the company to buy. If there were no soft assets prior to 
October 7, it therefore stands to reason that the preferred 
Sharenolders created the opportunity of acquiring hard assets. We 
are being disenfranchised from that aspect. 


With Bill 215, as a citizen of this province, I have grave 
concern that this type of arbitrary measure can be conceived of in 
this day and age. 


Mrs Tate.) REG: You “tabled; sir, *the**prospectus™ £or - the 
A shares. Do you have one for the B Shares as well that you could 
provide for us? 


Mrs Rang sr *aonnt “nave” i= -with- we. 


Mit Pe or se Res ereLrnaps ~youmcould @ provide. aditrcatma’ Later 
date. I find it intriguing that you gentlemen snould refer to, I 
presume, the good doctor as the admiral. It seems more to me as if 
he is the captain of the Titanic, the Lusitania, or the Andrea 
Dopiavinethia particular? situation. 


Mr seek Ing PeMEre *Chairmany elm sorry, ( ivedo thave wavailable 
an-"information “circular “or offer to’ purchase: rather than, a 
prospectus. It is a document of the company. May I table that? 


Mr. Chairman: Yes. When I questioned Mr. Reid a moment 
ago, I tried to recall whether he asked for information on the As 
and Bs and he confirmed that he did. It appeared to me at the 
first glance that this was regarding preference A only. 


Mr. King: -We are now acting on behalf of the series B 
preferred shares. We are acting on behalf of all the preferred 
Shareholders of Crown Trust Co. 


Mr.  “(Chairmans Yes',;) but® IF :understood that Mr. Reid «asked 
for and you concurred that you would have information on both the 
A and B preferreds. 


Mr. ~King: ‘T have already” given “you “the ‘(prospectus for 
the series A. I am now giving to somebody here the offering 
Circular, not a prospectus. Both documents will be on file witn 
Ontario Securities Commission. 


Mr. Chairman: You have been given that and that is being 
copied rignt now, 1S that correct? Thank you. 


MES PE Pes oReidee Pb? just’ have: iat couple: (of s thingss In <your 
opening statement you referred to Mr. Biddell as a liguidator. It 
does appear that has been Mr. Biddell's background, that he goes 
in almost like the sheriff at the deatn of somebody very badly in 
debt and, as the widow is standing there, he is carrying all the 
possessions out and selling them, sometimes before the body is 
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even buried. That seems to be what is being done here, because we 
don't have all the facts in the case and we are not sure really, 
at least I'm not sure, what condition the body is in. 


The question I guess is, could you expand on that? I had the 
feeling when you made your remarks that you might nave been 
indicating that--well, you've given us your alternatives--tnis 
action taken by the government is being based on obviously, among 
others 'yoMras Biddell si ,advice peandmethateMs, Biddeld,Ain, yountiview, 
is \@  liguidator,»iiaspryouieecabledwahin, anawathatacthers other 
alternatives are just as valid. 


5 D.M. 


Mr. King: .The point ebim sreaklyetrying: tolrqoety ations that 
we talk about soft assets and hard assets and other kinds of 
assets, but if the assets are matched and if they are being 
serviced, there is, in effect, no insolvency. Therefore, I Submit, 
regarding the question of the suasion of the ministry to a company 
as to its multiplier base, that here are companies around that 
have a restricted multiplier base, and it iS a guestion simply of 
saying, "Look, get-on: side or. we have concern. sabout these assets 
and so) on.) -Butonmtowadisrupte pthem,entiners inavercey, from the 
information that we have, boils down to a question of judgement 
and prudence. I'm not in a position to say wnether it's prudent or 
HNoOtsprudent. 


I have said that I am not fussy about wraparound mortgages 
and multiple unit residential buildings and so on, but if five per 
cent> of: a tpoetfiolio soft whatuwdesunderstand sisHe$i 224 bi liione heist 
so-called soft assets, from a portfolio management point of view, 
I don't believe that could be that Serious. In any event, with the 
information, we have it's very difficult to give you a judgement 
on the matter. 


If there -as’ a Direlsalep ro these OwilWebe Mmethingaitor ytne 
preferred shareholders. If there is an orderly wind down or an 
orderly type of management put in place, and I think the caveat 
is, "Let's put’ in’ avboardviof substances, witheCDlcasupport," paendeso 
On, we willy work. throughs 1ti Tan@wencourages@ iti acioithunkesthawed 
company that is 100 years old, since 1897, could come through. 


I understand the employees of Crown Trust, many of whom I 
Know and have worked with at times over the years, are sound and 
well trained. I think there is a possibility to preserve jobs 
here. If it is just put with another company, no doubt there will 
be jobs lost through economies of scale and so on. Also, with some 
of the suitors that are in mind,-. we're having a concentration of 
this industry in fewer and fewer hands. I don't believe it is in 
thei :interests @ofiitherecttizgenss ofmathis 4previncemmtomnavere their 
choices restricted. 


Mrs ‘TwatPoeeReld:e Lyousinaises tnemiunteresting eipoinrsethatind 
wanted to mention, that if Victoria and Grey was the suitor to 
wind up with this, it would) seem, logical «that.it would, probably 
close down Crown Trust, the offices, the buildings. Perhaps they 
would take some of the employees. If it goes to an existing trust 
company that is already in business, presumabDly a good number of 
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the Crown employees would lose their jobs. I realize that's not 
particularly relevant. 


Mr. * Kings. "NO, “but you" must bear’°in mind) that at Victoria 
and Grey, I understand, which is controlled by a party, that same 
party owns 40 per cent of National Trust too. The stated objective 
of the government, I understand, through a white paper, is to 
reduce the ownership of these companies gradually down to 10 per 
cent. Are we going to further concentrate the ownership of these 
companies? We have to be realistic. 


Mr. SD Py i Reta )a ttakel ith whenieyou spoke..to Mr. Crosbie 
and since that, acting on behalf of preferred shareholders, you 
have not been given a list of the so-called soft assets. 


Mr. King: No, we have mow We nave througn Mr. 
Thompson's office received very promptly a list of the preferred 
Shareholders. Now we have a complete list of the preferred 
Shareholders. 


Moevels esl Retry Does; *not-qthe “facty ob “the "government “s 
very stating that these are soft assets de facto make them soft 
assets? 


Mrs, ‘King: I suppose so. It certainly undermines’ the 
confidence of the situation. I am not sure whether I am prepared 
witn the information that I have to say that they are that soft. I 
chinvke tt ois raronatter Sof degrees) Certainly withe-interest «rates 
declining, for example, I would have to say that the soft assets 
have improved in value. 


If you have a 14 per cent bond of Stelco, with the decline 
in interest rates that bond has gone up in value; yet we Know that 
eCercomsrs inky eat. 40. on-es50 Sper. cent -ofiicapacityo@ Youmcanmbuy 
treasury bills at seven or eight per cent, but an improvement 
under normal circumstances would improve the value of the 
so-called soft assets. 


Meoet HPs eReidssi What ois the: tusual“ percentage tin Aa Sctrast 
company, given your experience, that is put aside for 
contingencies or bad loans or what appear now to be soft assets? 
What are the assumed losses on a year-to-year basis? Every 
investment, obviously, does not always pay off. 


Mr. King: Right. Normally, we write off the assets that 
arevesinecract;it«written “otf Irn’ there as, a toreclosure “on "a 
mortgage, that asset is written off. It is really determined by 
the board’ -obYnirector=]t asrito'«= their wassessment’? ofr: the “(total 
portiolie: 


Rather than assigning individual mortgages to a reserve, we 
normally take upwards of two per cent of the portfolio. There is 
obviously no reserve under that part of the portfolio that relates 
to government bonds--domestic bonds, that is--because we generally 
feel they are quite secure. 


It varies from company to company, depending on tne mlx of 
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its business; that is, its fiduciary buSiness, its guaranteed 
account business and the company's own funds business. 


MrsivT3ePaeReids al pthought sLo.neard wou Say ~cartier,. to 
the best of your knowledge, given that no one Knows what these 
so-called soft assets are, you would consider that they woulda be 
around 2.5 per cent of the total portfolio, which would not seem 
to be out of line with normal business practice in that sense. Is 
thatveorrect? 


Mrs Sheng ee Yess 


Mric we eP si a Pewehe@ldc. a. phave Ones dasSt, Questron.. "cr teteres CG 
the matter that I spoke at some length about and I would like, 
incidentally, to ask the minister if he would like to table with 
us the advice of the law: officers of the crown in regard to. the 
constitutionabLicyaok .thase ba te. 


You. feferrved sto, oF tichinks, the excellent comments of my 
colleague from Kitchener in terms of natural justice and our new 
Canadian, Constitution-and,. Charter, o£f.Rights. Subsections 10(1), and 
10(2) of this. bill,. particularly, .offend most.of us as Legislators. 


Could you give us your view on the legal aspects of that, as 
you see it, and where that would put your clients vis-a-vis the 
courts on this matter? 


Mr oo Kings iMr seprRe id, it ceiwoulducakeastons 1 efhermitomoursscounses 
on that. We have done some work on that but we are limited, as you 
are, in the scope here. 


Mra oF inbeyszw oMraieReida thhocdon btawishs Bho »fomecioser any 
possible avenues that I might wish to use in another forum on 
another day. Consequently, I can only tell you wnat my initial 
reaction to the constitutionality question might be. 


Ievameiofiendedsrby the provisions nofirBilly2b5es Lechindsgethen 
arbitrary soToseusesavhipsiwordutrom myateenagers, iniiendeie grecs- 
On the othernyhand, sunfortunately si) can 'ti/cally itsauncenstitucronad 
as I presently view the matter, althougn I wouldn't want to say 
that I nave concluded my review of the legislation. I may want to 
argue to the contrary at another time. 


ht. is, unfortunaten. that jiwhenmyeoumneConscrcution gwase, pac 
together, .the (thrust. andgrparry, Of cour )representativesrvat jthe 
constitutional conference did abandon what would have clearly 
dealt wayyblowustom thissckheqislation;aandsnthatk cs thes removalsor 
property without due process. Unfortunately, that is not there. 


I am aware that the government of British Columbia is very 
much in favour of this being on the agenda for the first revision 
ofsithe sact ,andse*that stepsicaresbeing taken». infsthat, negard,;; but 
un£fortunatehy,; ©ditieisnit etnere, Pightesndw.xe:Sojtanotheni ume thodss or 
basis for supporting property rignts will have to be found within 
thae Mcons tut tiwon in order to base an unconstitutionality 
argument. To date I haven't found it, but I haven't given up hope. 


Mr aeeBreithauptesy Tigthinknethe PrimesaMinistemaewouldsedhave 
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agreed with your views as well, but they did not seem to pass at 
the time. 


Mr. T. P. Reid: Could you comment on the natural justice 
of the matter? Perhaps that has a wider application than the 
preferred shareholders. I am not a lawyer, put it occurs to me 
that sections of the bill, particularly section 10, don't allow 
the citizen, whoever he or she may be, to have this reviewed py 
the courts or have a day in court to have the case heard. In my 
understanding, that is a denial of natural justice. 


Mr. Finley: I would agree with you. 
SS 10 Dem. 


Mr. Brandt: I wonder if perhaps you might be nelpful in 
reviewing just a little bit of the history, the background, of how 
you became involved. You alluded to part of this guestion earlier. 


Pues POM 1! aaM Srying woOeadrtrect “my question "at is -at what 
point do you find a mechanism whicn triggers you into involvement 
in some of the actions which you are now taking? DO you receive 
word, aS an example, from a group or an individual within the 
preferred sharenolders' forum? Do you nave any kind of an ongoing 
monitoring function? 


What actually triggers you into action before you start to 
proceed with the presentations and so forth? I have a reason for 
asking that question. 


Mr. King: Are you referring to how my firm became 
involved? 


Mr. Brandt: Yes. You have been involved for some years, 
I would guess, for some period of time. 


Nip itkhinowseOur Siirmettuliftits, auttwoftoldst function.) Weisare 
licensed as investment counsel and portfolio manager under the 
Ontario Securities Commission. At the same time, we also are 
retained by corporations to provide financial advice to them as to 
going public, raising capital and that type of thing. 


Et “*wass-tirough thats aventie (of? our sworkPsinPracting “fora 
number of companies, that this was brought to our attention. We 
were asked to organize a meeting to discuss the concerns we had. 
It waS represented to us at the end of November and early December. 


As I said, at that time our concern really was with the 
amalgamation with Greymac Trust and tne change in complexion of 
the company. 


Mr. Brandt: In speaking with certain individuals wno are 
involved in the trust field, one of the things that has come home 
rather directly to me is that there was perhaps a flag tnat was 
flown at a relatively early stage in this wnole exercise where, as 
a result of Crown Trust offering rates that were above those being 
offered in the market and advertised quite freguently in the 
newspapers and this kind of thing, that that snoula nave peen, in 
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the>;-minds of ,tat« <deast;)'somescpeople, sani indications uthat tean 
investment in that company was relatively more speculative than it 
might be, if I can use tnis term, a more conservative investment 
portfolio of perhaps another trust company. 


Was that a matter of any concern to you at an early stage? 


Mowe King :mives, seibo couldaubecpe (Butt beangeinagminds: thatacthat 
is a management function; the preferred sharenolders had no 
ability to make representations in that. Bear in mind that many 
companies do offer from time to time a little higher rate in order 
to get themselves in a matched position, where they need funds to 
pay off GICS or.thatttype of thing? 


As you kKnow, the banks and many of our trust companies did 
fing themselves in a mismatched position and, because of the 
fluctuation of interest rates over the last 24 months, I wouldn't 
be too critical of them in the sense that whoever expected 24 per 
cent interest rates and so forth? AS an ongoing matter, you find 
if trust companies don't need funds, they don't bid as nigh; if 
they need funds, they bid higher. 


Normally, trust companies will operate on a minimum of about 
a two per cent spread, that is, deposited funds and the employment 
thereof. Two per cent is fairly standard in the industry. Some of 
Our more aggressive trust companies, particularly those that are 
operating in more regional communities, and depending on the type 
of mortgaging they do, will operate up to a four point Spread. By 
point, I mean basis points. 


Mr. Brandt: ge I am to understand your position 
correctly, andiein referencegto Bildo2t5 *specifically;, 1. Getaqwie 
impression you are saying, rather directly, that Bill 215 provides 
Shelter, obviously, for a certain segment of the investors in 
Crown Trust ‘but leaves others‘) exposed). Therefore, . you jare 
appealing to Ws «in opposition, tojei lle ZirS. 


Proceeding then along that line just for a moment, what is 
your understanding of the requirement of tne CDIC with respect to 
any | infusion »-ofsgicapitalenthat gwouldsbe srequiredos Rromuathe 
statements that have been printed publicly indicating that an 
infusion of capital, first of all, is necessary and, second, tnat 
it » would sbesoneguirediy that, Crown sirust ‘bes ine thes hands sof. a 
well-known, totally acceptable kind of company, do you feel that 
we are in somewhat of a catch-22 situation in that what you might 
be proposing as being a viable and equitable solution to the 
problem may be less than possible, if I am to understand the 
POSDEION+OECECDIC? 


Mr avFinley: iif: Iomighte: just” makeSia. preliminary 4.comment } 
I do not want to interrupt the flow of the questions, sir, but you 
inferred that we were objecting to the fact that the preferred 
Shareholders were treated differently from someone else under Bill 
2S feihath asenot ourmcontention: 


Bikbo2l5eteld ssgus nothings cAbhewelshaveyy onmithe basicikot 
which we feel we are being badly treated, iS what has been 
publicly stated py the minister as his intention. Bill 215 merely 
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provides the power so that they can do what they wish without 
consultation with anyone, but Bill 215 does not create the 
prejudice or the preference. It tells us nothing other than tnat 
the registrar is going to be empowered to a vast extent to deal 
with the assets here without being called to account. 


Mr. Brandt: Quite obviously, in the interests of 
protecting your clients, you are suspecting it is going to be the 
worst in terms of impact? 


Mr. Finley: Certainly the public statements on pbehalf of 
the minister would indicate that, yes. 


Mr. Brandt: Could I then address the same question with 
respect to CDIC and the ultimate end at which Crown Trust may find 
itself? Wnat is your feeling witn respect to the statements tnat 
have been made in that connection? 


Mrs King: iT feel that; with the Support of the 
GUC} -arter nati, uit §2s" van” 1nsurance™~-company”™ in “its” own’ Fight, 
Supported by the premiums paid by tne insurance industry--with 
some accommodation, if the assets are matched and are serviced, 
there will be no need for the CIDC to put up anything. 


Mr .prancGe.s + Could “Te -perhaps 7 at 7 «some: “point, “ask” -the 
mMinister--or perhaps ne would prefer to redirect--could we get the 
position of the ministry in regard to some of the questions that 
we are raising? Fundamental to tnis whole question is wnat the 
CIDC will allow in terms of the disposition of the company. 


I do not want to be caught, aS a member of this committee, 
in a situation where I am perhaps fuzzy in my thinking with 
respect to what we have to do. In other words, the ultimate sale 
of the assets to be disposed of to someone else who is acceptable 
to CIDC has not, at this point, been totally cleared up in my own 
mind. The minister has made some statements and there have been 
some public comments to that effect, but I am still not certain as 
to where we stand with that. 


Mirge KangweiOn the lmuestionsiof wuthe CIDC, sas 2 «understand 
it, and bear in mind it is a fairly low-key body in the sense that 
it does not disclose itself too much, I do not believe the CIDC 
actually controls the deposit-taking ability of the industry. That 
iS=e GOntrolled by the ministry itself. I think probably that ia 
where they rely on that being properly supervised. 


I come back to the fundamental problem, however. If you can 
tell me that the assets are sSubStantially serviced, then I do not 
see the CIDC having to put anything up. If you allow the company 
to be managed as we have suggested, and with that comfort that the 
CIDC 1S there in the event of default or shortfall, tnen I think 
it Will* work “out. 


If, however, you are saying that tne assets are not matched 
and that the company, under the present cloud, will not be aple to 
raise capital in order to meet its obligations, then I guite agree 
there is a problem. 
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Mr. Brandt: What .exactly do you see as the, role of the 
the ministry and the government? You stated a couple of times in 
response to earlier questions that if there is no insolvency you 
do not see a real problem. Tne information we nave, which is 
verified by the Woods Gordon report, 1s that the company was in 
fact in violation of statutory regulations that have been laid 
down. In fact, the ministry iS being criticized-- 


Mr. Renwick: It is still an open question. 


Mr.iC BrendtsawWeliye at tisinmnot Coo open in =the Teport., fhe 
report would indicate that, as of that particular time, January 7, 
there were certain violations of regulations, and there are 
members of the opposition who have made that abundantly clear to 
the ministry and nave criticized the ministry for not moving in 
earlier. 


Do you not see a role for the government to move as it has 
with regard to the protection of the assets to the extent that it 
is able to? 


Mr. cKing so leithinke@ ati ghaseibecmeaabusive ain es spower eran 
the draconian extent to which it has gone. Our chartered banks, 
for example, Operate on a multiple that varies between banks, but 
is between 26 times and 30 times. 


You and I know that last year, for example, some of the 
banks were up to 36 times that multiple. No government seized the 
banks because they were in violation. The industry nas to operate 
in the suasion method, in my view, but when it gets offside, it is 
put under a multiplier restriction perhaps, or told to get onside. 
To actually pull the plug on the entire industry like this--after 
all, on paper, trust companies are more sound than chartered banks 
because tneir assets are regulated. 


Mrs Je M. Jonnson: Mr. Chairman, may I nave one 
Supplementary question? 


Mr. Chairman: We nave the minister and Mr. Conway. 


Mrs) is aM. ond ohnsone§ [Thdiswhls esjust besp-brieie supplementary 
question. 


Mr. Chairman: Very brief then. 


Mr. Je -M. Johnson: The. guestion, I.,.have..concerns, .the. fact 
that a bank 1S not controlled by one individual, as nappened in 
this case. Is this not the difference? 


Mr. ‘Kings! Ivcagree \thatiobanks Ware. enot Beontroisled-ebyiione 
individual. I am just stating a fact, that it seems that banks, on 
Paper sear @natwmaboutews. ke Oeper. cent greater EPsk than .our es trose 
companies are from a multiplier point of view, but also because 
there are no restrictions,, except for «limited. aspects,..on, their 
assets. They can make loans to whatever extent they want within 
certain bank policy guidelines. 
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Wemngave Sto GrlErerentiate.” A «relationship in a -bank’-is -4 
debtor=-creditor one. In a trust company, you are still the 
beneficial owner. That is the difference petween the two 
institutions. 


The fellow in the street, however, making a deposit in 
Canada Trust or in the Canadian Imperial Bank of Commerce across 
the street does not see any difference. On paper, there is no 
doubt that our trust industry is in a more secure position than 
are our cnartered banks. 


Min Dreooc ele nave PGG71 might? “ask (ait; Peones brief, «final 
guestion. Have you had an opportunity to review the Woods Gordon 
report? Has that information been made available to you? 


Mr. King: No. AS I mentioned earlier, we have met with 
the representative of Mr. Biddell's department; that was kindly 
arranged by the deputy minister. We were asked to keep the 
Substance of the meeting off the record. Basically, however, we 
were told to put up $50 million. 


Mr. Brandt: I asked that guestion--and I am not trying 
to delay this, Mr. Chairman--because, within the context of that 
report, one of the frightening things I found was that some of the 
heaviest investments for mortgage purposes made by Crown Trust 
were made in avery tignt time frame that was highly unusual--not 
necessarily unlawful--and hignly irregular, when you look at the 
percentage of investment of those particular investments as they 
impacted on the total portfolio of the company. 


I am going to be searching for an answer aS to why there was 
Such Sarwineedmccor, ‘ale rushy oflwcompleting tthe citransaction wof 
multi-millions of dollars within a matter of a few short days, 
which is just hignly unusual. It just does not happen and would 
be, in my view, guite irregular. 


MrecokKing.44 1" &waudes chave “ttotnagree'« whtheoyonu.- In. . dealing 
with board mortgage committees and things like that, you know how 
it goes from one committee to the next and so forth. A transaction 
this size normally would be dealt with by a board of a trust 
company and that obviously would take time. I cannot believe that 
it was put together in two or three days. It was a massive 
transaction and mind-boggling. It poggled my mind. 


MrAy ‘Brandes —1I P%am iispedking offs tworvsin swarticular, 9 ithe 
Vancouver commercial building and the Cadillac Fairview buildings. 
In both instances there appears to be some rather mad rush to 
complete this whole transaction. Albeit one could look at it and 
criticize it for the lack of information and substantive documents 
that would justify that kind of investment, the time frame 
concerns me. 


Mr. King: °I “think: one” >of the reasons, “where you would 
have to agree as to the rush, is that you are dealing with a lot 
of money. For trust companies that nave to commit themselves to 
have funds of that size available, even one day is costly. I think 
the very size of the transaction would demand a fairly speeay 
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completion of all the paperwork and legal documentation. I would 
think that that would be part of the matter. 


Tne “other i thing itoebear sin minds too on) that ‘transaction .1s 
that it is probably the finest real estate in this country. I am 
not »-speaking. as to,; vabve sor, .Whatever;lsbut.Qtnadt, ingywiuselr.as, -f 
think, one of the attributes of the transaction. 


Mri Brandt's) + TAmaveysto!.ask roneniinalequestion., tf .L4.might 
on tne 700,000 square foot building in Vancouver. I have had some 
experience in development and in mortgages and in the real estate 
industry and from my own history in that particular field it would 
be rather usual and common for a building of that size and that 
magnitude to have eitner a lead tenant or a series of very strong 
tenants tnat would assure a high percentage of occupancy at the 
point of opening. 


In other words, witn respect to the very substantial size of 
the investment, the nature of the building, tne cost of the land, 
putting the total package together, do you, have any response ofr 
any answer aS to why the company would invest in such a hignly 
Speculative investment? 


It just does not follow that it would, on a flyer, invest in 
very expensive land and then a very expensive building in the 
heart of downtown Vancouver without Knowing tnat it nad a market. 
By the way, there was no market study, as I understand it, taken 
to indicate a demand for that kind of space to be brought into the 
Market. All of those things taken together again would cause me 
some concern about why the company would do that. Do you nave any 
answers to that? 


Mrs saKkinge I cannot believe that there was no market 
studyordone’. mSecond;: Gitwisy they Lbargestsbuidding, LAL sigather, Aan 
Vancouver; it is a flagship building. In real estate investment--I 
am not an expert in real estate aS a component in an investment 
portfolio, gbut,dyycannot hebpigbut, think thatwwinvestment inwreal 
estate is a longer-term, horizon-type return. Normally, I would 
have thought that one would have syndicated that. IS that term 
familiar with you? 


Mr. Brandt: Yes. 


Mr. King: I would have been inclined to have looked at a 
syndication rather than a total ownership position. Was Daon not 
the lead tenant there? 


Mr. Brandt: Yes. 


Mr. King: Of course, they were experiencing financial 
difficulties: (too, but in ‘thes ‘short. term. 1 eapeecole .thateuecoer, 
investment \portfoliogis® off nigheiquality and, moivem tthe horizon 
return to normal economy, they would have no doubt realized on it. 


Mr. Chairman: Members of the committee, the minister and 
Mr. Conway wish to take supplementaries. There are seven people 
behind them, one of which is Mr. Conway. Do the other members 


37 


behind them wish those people to ask questions at this point, the 
Minister and Mr. Conway? 


Mr. Conway: I will gladly stand down until the end of 
thet Reser. 


Mr. Chairman: DO you wish the minister to respond at 
this point? Fine. 


5:30 p.m. 


Hon. Mr. Elgie: Mr. Reid asked about the constitutional 
issue. I think the Attorney General (Mr. McMurtry) stood in the 
Legislature and indicated his view that there was no 
constitutional problem with the legislation. But if I may, Mr. 
Chairman, I would like to ask Mr. Macdonald to comment, if he 
would, on some remarks and questions that have been made to date 
which might be of interest to the committee. 


Mr. Macdonald: Mr. Chairman and members of committee, 
Mr. King represents a group of people wno fully have a right to be 
concerned, and he raises a number of issues and makeS a number of 
observations. I will see whether I can make some observations that 
will be helpful to him, because I tnink he deserves some response 
in terms of the view of the government, at least as I understand 
that view, and it may also be helpful to the committee. 


I think one thing should be put out of the way. It may not 
be perceived aS a complete answer to Mr. King'sS concerns, and we 
can discuss in a moment why the government concluded that wnat he 
Might regard as a complete answer wasS not an appropriate answer in 
the circumstances. It has always been tne intent of the 
government, aS I have understood it, that shareholders, be they 
preferred snareholders or common snarenolders, would have a full 
right, to “complain” betore chevrcourt’ on the conduct .of “Crown *frust 
business by the registrar or niS agents and on the prudence or 
lack thereof of any transfer of the business or assets. 


As I understand it, people have raised the guestion as to 
whether the bill, as originally presented to the Legislature, 
achieved that. AS there often is, there was a difference of view 
among lawyers, but the position of the minister, as I understand 
it, is that he will be proposing to-- 


HORVeMr shige: Tre ts tabied, 


Mr. Macdonald: You have done it already, have you? I do 
not understand your procedures. I thought that it would be 
proposed when you got to that particular clause. So apparently 
already in terms of the procedure it has been proposed. Let that 
be made clear. 


Mr COoRae rs iaifi cath may), Met Macdonaia;,>” you" are suggesting 
that the amendments that the minister has put in section 10 
satisfy tnat right in terms of access to the courts? 


age Macdonald: Access to the courts on the issues of 
whether or not he has exercised-- Let us just read the language. 
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Mr. Rae: Are we looking at a procedural right or are we 
looking at a substantive right? I guess that is the question. 


Mr. Macdonald: The amendment says: "...except an action 
against the registrar otherwise available in law for the recovery 
of damages incurred as a result of any failure otf the registrar to 
actrvhonestly. and intgoodietaithforn storexercise a .degree,of care, 
Giligence and skill a reasonably prudent person would exercise and 
discharge in the duties and responsibilities of the registrar in 
comparable circumstances..." 


Mr. Spensieri: That is Simply the gross negligence 
provision while in an interim basis. 


Mr. ).Macdonaldsn«No... I. mead, something, more, athan) that, «4 
Gegree of care, diligence and skill that a reasonably prudent 
person would exercise." I see that as a higher duty than gross 
negligence. I see it as such, although again I would assume that 
if someone could convince the legal advisers, and by that I am 
thinking of legislative counsel, not me, that that failed to 
achieve the intent of the government wnich is, as I nave stated 
itp uthaty it igtherew hase beensea -Aack,-of good .faithwonwa lack (oF 
reasonable commercial prudence in the circumstances in whicn the 
registrar is having to act, then anyone who suffered damage, which 
could be the preferred shareholders or the common shareholders, by 
reason of that would have access to the courts. I understand that 
is the intent. 


Mr... | Raeis,.. Lowwanteds stoi _ get sintomaneargument swath vous Dae 
Powhilenots 


Mme, Macdonalds.1 amwyprobebly. thesgawrong "Guyot O cet nce 
an argument with. 


Mr. Rae: I am not So» sure... Judging by <what. Is have ».seen, 
I am not so sure you are. 


Mr. Macdonald: The other issue which concerns Mr. King, 
and obviously concerns this committee, is the question of what 
alternatives are available to any government in tne circumstances 
in which this particular government finds itself. We have gone 
Over it, but it may be useful to go over the possible alternatives 
in order to focus on Mr. King's proposal and perhaps to reassure 
him and the committee as to what 1S contemplated and what, 
hopefully; maysabe tpablei tora beawachieved, es sits sfondvawhenes this 
legislation is enacted. 


One possibility, in the face of the assessment made by tne 
cabinet on January 7, Or on the basis of a reassessment made by 
thes registran.iandsthe cabinet Stoday sin .themiliantaJot. addtional 
information that has flowed since January 7, would be to simply 
leave the company in the hands of its present owners and see what 
happens. That was’a possibilityvon:-January 7. 


It 1S possible that for quite a long time no one would have 
Known what waS nappening. However, one is inclined to believe that 
at some moment in time the underlying realities that were 
disclosed in the Woods Gordon report would nave caught up with the 
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company, except that by then the situation would almost certainly 
have been worse. 


In any event, whether the government should have or snould 
not have done that on January 7, it did not. Tney decided that 
they could not allow a company whose entire borrowing base 
appeared to have been eroded--not just a matter of adjusting 
multiples, as a 1,000 multiple on zero would have only permitted a 
zero deposit liability permission under the Loan and ‘Trust 
Corporations Act. 


One possibility would nave peen to cancel their entitlement 
to continue as a loan and trust corporation, having clearly lost 
their right to continue in the absence of any borrowing base at 
all. But that would nave simply left this company and the other 
companies--if we went beyond this one--and, by association, all 
other trust companies, to fend for themselves in an uncontrolled 
Situation. 


Clearly the government did not feel that it could do that. 
It could, however, have encouraged CDIC, as the party with the 
largest stakeholder, © to- put the “company into “Liquidation. «if it 
had done that, the best judgement of those advising the government 
baseqy one longe experience”’”’ 1s -— that the kind >of » distressed 
circumstances that arise under a liguidation would guarantee the 
least advantageous disposition of the business and assets of the 
company. 


The other alternative, which is the alternative worked out 
with CDIC within the restrictions of their legislative mandate, 
was to attempt to save Crown Trust Co. We are dealing today only 
Wilt Clown "Trust Co. 


One week later, the judgement was that it would be possible 
to save Crown Trust Co., but only if somebody with money was 
prepared to back, with substantial sums, wnoever carried on that 
business, in order to repay all depositors and to provide a 
backing that would provide the confidence that would make wortn 
while doing something with the business. 


The view of those advising tne registrar and the government 
was that working out an arrangement along those lines with CDIC 
was far and away the best alternative, not only for depositors, 
but for shareholders. However, CDIC, because of its view of its 
legislative mandate, and also because of its experience in this 
area, imposed conditions on the achievement of that objective. 


If there were other people in Canada, including, for 
example, your clients, who are willing to back their judgement 
about the value of this company with real, live money to the 
extent necessary to enable the same arrangements to go forward, I 
would think that would be a very happy outcome from tne point of 
view of CDIC and from the point of view of this government. So 
far, no one has come forward-- 


Mr. T. P. Reid: They have hardly had a chance. 
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Mr. Macdonald: I think they have nad plenty of chance 
and they have still some time-- 


Mr. ,Taecoba Reldso0n BEridayisalternoon, .yotr wanted Cu nGar 
from them by noon hour on Sunday. That hardly seems to me to be a 
fair and open tender. 


Mr. Macdonald: We will come back to that, because that 
is a significant misreading of what happened and of what was 
outlined in Mr. Richardson's letter to the minister of January 28 
and the accompanying material. 


Let me now address two or three of tne opservations you made 
or the worries that you have. You are naturally and legitimately 
concerned about not knowing exactly what is going to happen. At 
the moment, nobody knows exactly what iS going to nappen. One of 
the problems is that at the end of the day, maybe nothing will 
happen. 


You made two comments. First, you are worried about a 
distress sale, whicn I take to mean that you are worried about a 
Sale that takes place under conditions that do not maximize the 
potential value of the assets in question. You are also suggesting 
that maybe the way in which to avoid that kind of Situation would 
be to place the Crown business under new management. You used as 
an analogy tne Sterling Trust/District Trust arrangement. 


You have “not ‘had the » benctliti ob, .this = ghacstiy | pttc ac. 
information that tne committee was given over the weekend, but if 
youldlockGat. vit, rita .you, -Look 4at oMre, Richardson[gs Slecters coe ie 
Minister of January 28, if you look at the letter tnat was sent 
out on behalf of CDIC and the registrar by Mr. Richardson, some 10 
days ago, to the seriously interested parties, I think you will 
see that what you are hoping for could very well turn out to be 
what will prove acceptable to one of the seriously interested 
parties and prove acceptable to CDIC and the Ontario government. 


So it may very well be that, guite frankly, with all the 
good intentions in the world, you are misguided in feeling that 
this legislation represents a threat to your interests, if this 
legislation can be passed before these parties drop away, as they 
begin to wonder whether they will nave a business that iS worth 
takings roni.by y.the orntime,. they “areggin & ass posielonseto amakesethe 
arrangement with CDIC and the government. It may well be that this 
is really what you are hoping for, given the alternative that now 
remains of liguidation under the Winding-up Act. There is now no 
alternative to that. 


Thew CDI¢ scare ynobt) qoing sto H puts Up ~ moneywunndersnany Soother 
condition than that it gets transferred to new, responsible 
people, which is, as I take it, the same position you are in. Tne 
legal advice they have received is reflected in the legislation 
now before this committee and before the Legislature. 


It think *Dieam teompletely itsafe lanj sayiing® that wou his 
legislation does not. pass; )CDIC will notibe! at, .theb*party,. “and 
there will only be liquidation, because there will be no money to 
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keep going, no money to even pay the first $20,000; that will have 
to be got directly from CDIC, but the companies will no longer be 
in°a position to do that. 


You raised issues of mismatching. In case the committee is 
not aware of it, mismatching, in the financial intermediary 
business, basically means matching your terms, so that if you 
borrow on a one-year term, you lend on a one-year term, so that 
you don't get Sgueezed. That is not, and has not peen, the issue 
here. There may be such an issue, put that nas not been the issue 
the government has addressed. Tne issue tnat the government nas 
addressed is the guestion of these mortgages. 


YOu made one other opservation that I think is applicable to 
portfolio management if you are dealing with your own money. That 
is tnat five per cent of your own money in a nigh-risk situation 
may be guite a reasonable proposition, but five per cent of tne 
total assets of a trust company represents, in the case of Crown, 
more than its entire borrowing base. If that entire borrowing base 
is in high-risk assets, and particularly if those high-risk assets 
appear to have been developed in a way in which the people who 
initiated the arrangement as to the application of public deposit 
moneys through the mortgages were on the receiving end of those 
mortgages at the other end of the transaction, then this is not 
the same situation as would apply when you are talking about a 
diversified investment portfolio, using one's own money. 


Mr. Biddell, in monetary terms, might be able to put some 
numbers flesh on what I was saying. 


SeS0'*t ir. 


Mrs Chairman: *IT think Mr. King has a ‘comment to ‘make or 
a response to make. Perhaps Mr. Biddell could-- 


Mr. Biddell: Yes, Mr.~ Chairman. I have been involved 
with the people in Woods Gordon who have, along with CDIC, made a 
very wide canvass of the market, if you will, of those companies 
that have the resources and the interest and the experience to 
take over something of the size and nature of Crown Trust. 


I can assure Mr. King and the committee that the only 
deal--put "deal" in quotes--that is envisaged wnen and if tnis 
bill is passed is a counterpart to the District Trust deal. Under 
it, the affairs, assets and liabilities of Crown Trust will be put 
in the hands of another trust company, which will manage them for 
the benefit of the depositors and the snareholders of Crown Trust 
to the pest of their ability. Woods Gordon and CDIC have worked 
very hard to find appropriate people to do this. Tnat is exactly 
what is intended here. 


Out of this, however, I am certain that there will be a sale 
to that company, at some stage, of the trust and estates business 
of Crown Trust. 


Mr. Renwick: Is that the case in Sterling? 


Mr. Biddell: They didn't have any business of that kind 
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of any conseguence. The thing that made Crown Trust attractive to 
a number of people in the industry, notwithstanding that it is a 
very large thing to bite ~oLrt, is that there ws a. wale co ie 
trust and estates business of Crown Trust Co., and that is what we 
have been trying very hard to preserve. 


That is why CDIC and Woods Gordon and everyone sitting here 
nas been able to interest a number of bidders to take over Crown 
Trust, initially on an agency basis so that they would manage its 
affairs, but chen, “overistime,. dbake: rfor. thei raownwaccount thes, eruse 
and estates business of Crown Trust Co. In the absence of any 
arrangement of that kind the trust and estates business of Crown 
Trust Co. ‘would just edisappear, eitewouldtigo aintoval wholersglotiees 
different hands, and that is what is starting to happen right now. 


Mr.) Conways But. that.seems \to.be-- 

Mr. Biddell: May I be allowed to finish? 

Mr. Conway: That is important new information, I think. 
Mr.» Macdonalds Lt :bsxall-in:the»material .you -have. 


Mr. Biddell:» Iteciss,alh.sein the» material. .you » have, «/Sit, 
butstl’ masorry) fol wi Ligdoyumynbest«<ito RErviebo eintenpretstormyousand ar 
will do my best to answer any questions you have. 


That is what has been envisaged from the outset here and 
this is what we are trying to accomplish, in time to have a major 
institution take over Crown Trust while there is still something 
Por. be vrtositakewover @ihat fismattrective ttoa itp brandertna teats gone 
trust and estates business. That is exactly wnat is proposed. 


What we have to deliver to such an institution is not only 
the trust and estates business of Crown Trust, but the major part 
of their business, the financial intermediary business. We are 
going,.~to, tugn.-over.to,.them,,if. this bill. -is. passed, =a=packege of 
assets and liabilities which will equal one another, leaving 
beninada the sort assets, which no institution wants and, 
necessarily, because there has to be a package in wnich the assets 
and liabilities are equal, to interest anyone to take it over, 
leaving behind a very large liability whicn CDIC is going to have 
toypick wp, mand iwhichspit. withly only ben able sto. recover,.outijo£ the 
recoveries on the soft assets. 


However, if those soft assets do realize a significant 
amount, then CDIC, which will be there because it will have put up 
the money to see all the depositors paid in full, itself will get 
Out and, if there is a very good recovery on the soft assets, that 
will then accrue to the preferred sharenolders. 


I.gamsesurer theres wilde 4besg somessconcern, ons thes past offs: the 
preferred shareholders tnat, veven»s if it happens, they..-are,.not 
going to be able to get hold ,of 10 and that they are wooing ptosbe 
left to tne mercies of Greymac Credit and Mr. Rosenberg. I assure 
you there 1s no intention that snould happen, because I expect 
when this transaction goes through a liguidator will probably be 
appointedsmfong CeownisTruste, Cojyeqltg* wild bean the yeduty of, the 
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liguidator to recover to the best advantage possible on the soft 
assets, first by reimbursing the CDIC--which has got in there to 
see that all the depositors have been paid in full--and then, if 
there can be a sufficient recovery, by seeing that the preferred 
Shareholders get it next. 


That's the program that is behind the bill you have before 
you today. If we cannot get this bill through while we still have 
a group out there that is prepared to take on thiS major chore, 
then the real value that such a person sees in taking on this 
chore--that is acquiring the trust and estates business of Crown 
Trust for itS own account--will no longer be there. We are then 
just facing a liguidation. 


In that liguidation it's the uninsured depositors who are 
going to lose. CDIC iS going to nave massive losses, and there 
won't be a hope in the world for any recovery by the preferred 
Shareholders. 


We nave to get this pill through in order to let those plans 
proceed. 


MiasehMaccOnalds, Mr. Chairman, [Iim..a, little..concerned,. I 
heera Mrvemoeewsave cthat-chis 4.1s.new,.1ntocmation.. It's. difficult 
information to communicate, therefore, I ought to put a gloss on 
what Mr. Biddell has said. 


I don't think Mr. Biddell, nor I, nor the government know 
Precisely how long the agency part of the arrangement will 
continue and at precisely what point in time one or more parts of 
the assets will be moved over to whoever is the new person. I 
don't think we know that because that has not and cannot be 
finalized until there is indeed an actual named party ready to 
enter into this transaction, acceptable to both CDIC and the 
Ontario government. 


The position of the government is that it cannot properly 
make a decision as to either the party with whom the arrangement 
should be entered into, Or the precise details of the 
arrangements, until®s,it . has:sthee»power to do -so. It would. be 
foolnardy tor it to make that decision today anda not get the power 
for 10 days and find tnat the conditions had changed. The same is 
exactly the position of the CDIC board. 


It's quite possible that Mr. Humphrys and Mr. Richardson 
today have a view as to the likely shape of tne arrangement and 
who the likely purchaser will be, but I nappen to nave been told 
todav--andia this onjlSi4-Gifficult;<information ,to.,...convey ,.to.., the 
committee, not because it's not easy to state, put because it 1s 
not easy to state in a way which will carry tne appropriate 
CESQLbilicy. I will try, however. 


In the course of a discussion with Mr. Humphrys today, he 
told me that one of the most serious of the parties had been in 
touch with him to say basically two tnings: one, that ne snouldn't 
count on their being being available very mucn longer, nor assume 
that they now will wish to review a proposal, in the light of wnat 
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may nave happened to tne company in the last 10 days. I find that 
a difficult thing-- 


Mer’. “Renwick? With? egreat ‘(respect ~ "tos OME 702 Macdonald, I 
don't like to have that Kind of pressure exerted for no reason. 


Interjections. 
Mr. Renwick: I want to make tnis point, and very clearly. 


Mr. “Chairman? ‘Yow wills havel*toti-geti (these loor Jewrene sa 
polnu OL Order. 


Mr’. “Renwick” I'"nave “a” ‘poInt “Of “order,” senank, sou. .e 
point of order relates to whether the committee can deal with its 
business or not. We cannot deal with it if unnamed persons out 
there, who are not before the committee, are relayed through 
counsel to the minister to tell us that we are destroying the 
viability of the deal at every moment by simply trying to 
understand what the government is asking us. 


If that's the case, let the government proceed by order in 
council and take its chances without legislative mandate. You 
cannot keep pressuring us every moment of this transaction to say 
tnat we in this committee are jeopardizing these transactions. 
That is the message we are getting. 


Mr’... Chairmans Mr. Kenwick, that co a GO0Od “place = LO rena, 91 
am not sure" orf the"tecnnical point’ Ob™Ofder. It SUsix CO eLOocKk. 


Mr. Renwick: It's not technical, it's very substantive. 


Mr. Chairman: We have two matters that I want to bring 
UD 


The members wno wish to speak are Spensieri, J. M. Johnson, 
Rae, Cunningham, Renwick, Conway and Brandt, in that order. 


Next, Cano [> pointe outy that it twas mentioned? byimr weidders 
and Mr. Macdonald that the committee members had in front of them 
various information. There are three bits of information that I 
have, but there may be a little confusion here. 


Mr “Conway: Excuse “me, "Mr. “Chairman, -rvet sy mignte=say 
something. I just want to Suggest, on behalf of my colleagues, 
that, given the urgency of this matter, we are prepared to sit 
here through’ “the “dinner” “hour and well "into 7%the \-evening™ to 
accommodate the concern of people who have something to tell us. 


Mr. Chairman: The New Democratic Party? 

Mr Renwick: "Let "Ss = not” be” ridicurous. 1 anyone “thinks 
that this “commrvetee’ "can operate *etfectively by "sitting" from Ssp.m- 
untill FO° pom. without® a break, "they "re“crazy. er simply sdyi-tnat .e2 
don't mind breaking for 45 minutes, but tnat is absolute nonsense. 


the other thing” is™that;, "out or*respect for "Mr." King andy Mr. 
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Finley, we must ask them to be sure, if they can, to be with us 
when the committee resumes. 


Mi, eCoacmate Lin sone “four, at 7, o'clock, ‘that's the 
consensus, you will be here. 


May I again finish that point? You will remember, from 
Friday afternoon, there was an undertaking by the minister and his 
assistants, to give a complete interim report from Woods Gordon, 
dated January 15, to each caucus. That is the first information 
source in which this information may be hidden. 


Second is a series of documents which were given to the 
clerk at 1:50 p.m. today, and whicn certain members of each caucus 
have, but which others may not. 

Third, there is a document--I believe a rather fat, large 
one--in each caucus office, only one for each caucus, which may 
also have information which certain parties are assuming the 
members nave. 


So I direct it to you that there may be three sources of 
information. Please hunt them down. 


Mra nig: fr. Chairman, may I have the opportunity to 
respond to Mr. Macdonald? 


Mr. Chairman: Yes. 
We are now adjourning until 7 o'clock. 


The committee recessed at 6:04 p.m. 
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CROWN TRUST COMPANY ACT 
(continued) 


Resuming consideration of Bill 215, An Act respecting Crown 
Trust Company. 


Mr. Chairman: Gentlemen, we have a quorum in place and I 
call tne meeting to order. 


Mr. Renwick: Does the minister have an opening statement? 


Hon. Mr. Elgie: No, I am privileged to be here with the 
former representative of the law firm of Borden, Elliot, and the 
member for Kitchener (Mr. Breithnaupt) , wno performed great 
services in the world of corporate law. That is my opening 
statement. 


Hie. Cierrmang’ sDidisir King) 'wish to sréespond? Ts+ that “in 
order from where we left oft? 


Mr. Elston: Perhaps we could have the latest rendition 
of the new deal that is coming out for this session. We seem to 
have sort of a continuing-- 


Mr. Chairman: Perhaps we could hear from Mr. King” t&icet 
and then he might suggest one. 


Mr. King:>°Thank ‘you. “There ‘seems to be a little switch 
in the deal, and I sense some give and take here. Perhaps the 
members of the committee do not see it that way. 


What I am confused with in Mr. Macdonald's and Mr. Biddell's 
Statements is, first, the guestion of whether the assets of this 
company were or were not matcned. I think that iS very germane to 
the condition of the company. 


Second, tne preferred shareholders, aS I understand it, are 
being left to flounder with the ship and the so-called soft 
assets. There are minimal hard assets being placed with it. I 
tiring thenrdebt} ratio ris wS90rmi1 dion Kins debt, ton Fi25°million “in 
assets. Tnat, of course, 1S what we are trying to avoid. 


Wnat is not clear to me iS whether tne Canada Deposit 
Insurance ‘Corp. is in fact’ going to support the asset, or the 
positive, or what have you, in the continuing company it is 
proposed to turn back to Mr. Rosenberg? 


Mr. Macdonald: Say that again. What was the guestion? 


Mr.- King: Mr. Macdonald, what I am confused with is in 
your statement you were saying, Or giving me the impression, that 
the preferred sharenolders are somehow going with the hard assets. 
I am impressed with that, of course, but as I understand it tne 
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company is being turned back to Mr. Rosenberg. If tnat is so [I 
presume the preferred shareholders go with the company and are not 
being peeled out. Is that not the case? 


Mr. Macdonaid: I think maybe it has been misleading, 
unintentionally, to distinguish between so-called hard assets and 
so-called soft assets in terms of your particular concerns. 


Cboviously, all the assets of the company are there to be 
realized, to tne extent they can be, under the most advantageous 
conditions they can be. What is finally realized will, as I think 
Mr, Biddell and I nave said, go in the first instance to cover 
whatever liability. CDEC" .nas., bY, ,reasonveot, Hhaving paid Gort 
depositors with their own funds. 


Mr’. « King se¥ou. shave ~ said. "thatthe value. -is SO cente. per 
dollar. 


Mr. Macdonald:,..I,..did. not... says. Chat... Whatwsrbelveve- was 
said in the Woods Gordon report was that if there was a 
liquidation, one might hope to get something like 80 cents on the 
aolLlar, which would, of course, mean nothing £O0r common 
Shareholders, nothing for preferred shareholders, substantial 
losses to uninsured depositors, who are a fairly large component 
of Crown Trust Co., and increased losses to CDIC. 


That: iseathe rteason- for pthe~ alternatives of ,attemptiag to 
avoid liguidation and to find someone who iS acceptable and 
responsible and capable to take on the assets and business of 
Crown Trust Co., and if you like, to realize on those assets under 
more favourable conditions--and I think the estimate is that you 
reduce the potential loss by guite a number of cents on the dollar. 


Obviously, if all of the assets should realize 100 cents on 
the dollar, then all of the depositors are paid, which is what 
CDIC is prepared to guarantee if this arrangement goes forward. 


Mr. King: But they have guaranteed it anyway. 


Mr. Macdonald: No, they have not guaranteed uninsured 
depositors and they will not guarantee them. 


Mr. King: But there are 168 depositors of over $60,000. 


Mr. Macdonald: Yes, but tney are very substantial sums, 
into the hundreds of millions of dollars. So, while the numbers 
are small in terms of the number of people who will be hurt, the 
amounts are substantial. 


They will not put up money for uninsured depositors, because 
under their legislation they are not entitled to put up that money 
unless they are able to satisfy themselves as businessmen that by 
putting up money for uninsured depositors the result will be to 
increase the recovery on the assets by an amount which is greater 
than what they lose by undertaking to guarantee the uninsured 
depositors. That is how they see their mandate, the restrictions 
under their legislation. 


AS we have attempted to say, maybe not very successfully, 
the conditions which they have imposed for doing that--and there 
is no guestion about these conditions. Mr. Biddell and I know a 
good deal about them pecause we would have lixed them to be less 
Stringent. We understand why. We are not gquarrelling with their 
view of their legislative mandate, but we were coming from the 
other side. 


They are saying that they will only step up to the plate and 
take the risk of putting out more money to ensure that all 
depositors, insured and uninsured, are paid in full--not only paid 
in full, but paid when it is due; not paid a year from now, or 
three years from now, when there can be some realization of the 
assets--they will only do that if they can conclude as businessmen 
that they will lose less by doing that than by simply forgetting 
the uninsured depositors, for whom they have no- statutory 
obligation, and sticking to their mandate of paying only the 
insured depositors. 


Mr. King: I understand what you are saying. I think you 
are misunderstanding me. 


Are you saying that you are taking the hard assets and 
moving out here under some arrangement witn the CIDC and the 
company is being returned back to Mr. Rosenberg? 


Mr.e Macdonalatmoour “frrocuwas | not; involved *.in-fany »Or § the 
detailed discussions with any of the would-be buyers, because of 
the fact that I am a director of Victoria and Grey Trust’ Co. and 
we thought that there was no way that we could Know anything about 
the details. So there may be some differences between the 
proposals from one company or another. 


AS I understand it, the framework within which those 
proposals was considered by Mr. Richardson and Mr. Humphrys, and 
which will be the basis of their recommendations to Ontario on the 
one hand and the CDIC board on the other, is that you will 
basically be dealing in one sense with all the assets in the 
company. For a period, the arrangement is likely to be, with 
respect to most of them, an agency arrangement, flowing at some 
point, depending on the particular arrangement worked out, into a 
sale, most particularly of the estate, trust and agency. 


The point to realize is that Crown Trust Co. will continue 
inivthe: .hanas of ithe» registrar; casetit ris~ now, Untri there “ra no 
longer any trust business being done by the new owner in the name 
of Crown. Trust: Coc, Uuntilvit Beall’ overt into ‘their hands .- No-one 
can predict exactly now long that will take at the moment. 


That process is designed to realize on all the assets, from 
A to 2; from the so-called hard assets all tne way over to the 
softest of the soft, under the best of conditions. That will 
produce some net amount of assets relative to the liabilities. 


There will essentially be three liabilities. Thnere will be 
the liabilities to the depositors, and CDIC is saying that they 
will stand behind all of those. If there are not enough assets, 
they will stand in the snoes of the depositors having paid them. 
They will also ensure that the trade creditors are paid in full. 
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At that point, they will probably be standing with some net 
liability. ‘There» will: (still be,wassets,2being ,realized\sinajthis 
process. At this time, who Knows wnat assets there will be? 


Then we are in a Situation where it all depends upon how 
Much can be realized on those assets. If enough can be realized, 
CDIC, standing in the snoes of the depositors who have been paid, 
will be paid off. If there are still more, that will be available 
to the preferred shareholders. If there are still more, that will 
be available to the common shareholders. 


Tethink thisAdss-as, Lair vase one -can be, because. No. one «cal 
tell precisely what will happen six montns, a year, 18 months, two 
years down the road. The thinking at the moment is that the 
registrar will be there until there is nothing more being done in 
the name of the company as it is. At the moment, the thinking is 
that the (transition Gwillbs bewptot awabiquidators notrebacks te 
shareholders. 


You will appreciate that there may pe an awful lot happen 
between now and then, ings relationg tocathey. presentozconmon 
shareholders, j,in, .celation: toswhatewnas’ .nappened.,Since, they took 
control of the company. 


Where that will all unwind itself is more likely to be in 
the courts than in the Legislature. The judgement you have to 
think about is the judgement the government has to tnink about. 
That..is;o/ds »4e,.better ato,eaLlow. Liquidation; withethe .vervestrong 
belief that that would produce substantial losses for uninsured 
depositors and for CDIC over what they would otherwise pay, and 
also ensure that there was nothing for snareholders, or is it 
better tonigo-withiwealaprocedune: sithat. ails. peaimed amatiy avoraing 
liguidation, at preserving the business, at maximizing in an 
orderly way what can be realized? 


It has been tne consistent position of the government and 
the government's agents that there is to be no fire sale. Why 
would CDIC want a fire sale? They do not want to increase their 
losses. Their losses are going to be significant, unless they are 
an awful lot luckier than the most informed people who have looked 
at the situation believe they are going to be. They have no 
interest in increasing those losses and having to pass that on to 
the rest ofwthe financial, community. 


Your judgement, and ultimately the judgement of this 
committee and of the Legislature, is going to have to be: is this 
the best route (for; first, protecting jdepos lZorss iwno 9 Navesatne 
prior claim; protecting the CDIC, wnich is public moneys standing 
in the shoes of the depositors whom they nave paid off; and, 
third, for the shareholders. Our judgement, which may not be 
yours, is that this is the procedure that nolds out the most nope 
for everybody. 


Mr. Kuno Why «dos you feel.:.that that procedure is 
Superior to the management committee of the owners, of the 
preferred shareholders? 


Mr. Macdonald: You made an opservation wnich I did not 
comment on, but I tnink perhaps one ougnt to. You wondered whether 
the preferred snarenolaers snouldn't pe treated more closely to 
depositors than to the common shareholders. One has to say two 
things about that. 


First, the prererred shares form part of the borrowing pase, 
On which deposits are attracted. It would be somewhat inconsistent 
to allow that kina of capital to form part of tne borrowing base 
aimed at protecting depositors, and then turn around and protect 
them as though they were depositors. 


The second thing, of course, is that there would be no 
chance ny © theriiwortds “thatlew2cDICc;, which is already limited 
legislatively as to what it can do for depositors, could go beyond 
that and start protecting sharenolders. I think the short answer 
to your suggestion about a management committee of the preferred 
Shareholders is that if we proposed tnat to CDIC tomorrow morning, 
they would tell us to liguidate Crown Trust tomorrow morning. 
There is no way that they are prepared to have Crown Trust 
continue in business except in the hands of new people who they 
can believe will work this thing out to what they regard as the 
best effect, obviously having to have the concurrence of the 
province. 


However valid or invalid your proposal might otherwise be, 
the people with the money at stake in tnis won't buy that kind of 
a proposal. 


Meow "Spensieris” Mr. King, '* quite: ‘apart from “the “specific 
brief which you now hold on behalf of the preferred shareholders, 
you have peen, I believe, special adviser to Mr. Thompson and you 
have a general knowledge of the trade industry. I would like to 
ask you, if I may, some guestions which may not necessarily relate 
to preferred shareholders. I would like to zero in a little bit on 
the question of this CDIC involvement. 


We heard the day that Bill 215 was tabled before the 
Legislature that as a guesstimate CDIC may have been required to 
inject $60 million at that point. When we met witn Mr. Biddell we 
heard that figure may be as much as $150 miliion, and we are now 
hearing press reports that the infusion will be in the $200 
million range.’What, sir, is the pro tem type of infusion that 
will be reguired? To help us understand this bill, in your 
opinion, what will be required to get this thing running? 


Mr. King: As far as the -infusion is concerned, I would 
come back to saying if the assets are matched tnere snouldn't be 
any infusion necessary in the sense of satisfying obligations. As 
a multiplier base, tnat may be low, but I tnink that's still very 
subjective. We don't know. The government people have felt, or 
have been advised, that there was a shortfall there. I don't Know, 
with the information that is before us, whether that's acceptable 
Or not in the sense that presumably the people who did this 
transaction had valuations done too. There is a Subjective aspect 
tovits 


I con't see why, under a management committee, if the assets 
are matched, there should be any liability on CDIC. I grant you 
that the equity multiplier base may or may not be insufficient. 
Does that answer your guestion? 


Mr. Spensierl:s 216. 15 “could s)jJUSt =~ Gontinue, = ceca aless. cs 
what the figure is, whether it's $60 miilion or $200 million, do 
you i shave. any reasons topobelievey (that, «.CDIC awould notes beswas 
forthcoming with any other group, such as a management committee 
of the preferred shareholders, as it is willing to be with Mr. 
Biddeli? 


Mr. >King: e:fhat'ssasmy epointwiweh thinkonatss Bramerexcet ent 
point. Why wouldn't they be? If we nave the government's blessing 
and the support of the CDIC, I'm sure tne holders of preferred 
Shares could put up equally good management and it would be 
managed in the private sector. 


The, problems 21 sznave »iS.s thats’ <laveanit-Olbelveve, gawicnouc 
representations and warranties, why anybody would put up $50 
million, if there is such a shortfall. I don't know whether these 
other people or companies have had more information given to them 
than you have as a member of the Legislature. Certainly it would 
be imprudent, if it is a regulated company, to put up that money 
without representations and warranties. Tnat'sS just spreading the 
evil, so; toyspeakasin think itis ,a,question, of -cenfiiningwic shere, 
rather than spreading it around. 


Mr. ‘Spensieri si o-Ef oo could @continue, fwe Havel ihnearceemc. 
Biddell indicate that of the available suitors at the present time 
as we know them, in order for them to carry on the trust and 
estates business and the various financial intermediary business, 
they would have to eitner be or very quickly constitute themselves 
intov/a , Cenusitie companyan ingworagerg tosicanrys .utwethose aaduciany 
obligations. Do you have any specific reason to indicate or to 
believe that your management committee, for instance, could not 
just: as “easily constitute: itself “intow a) trust. comoanvaawicn 
government blessing and sanction? 
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Mr. King: The answer to your question is yes, we believe 
that )'thesecompetence sof mthejiday-to-days, \Sstaltia theresa is Vavery 
proficient and experienced, just aS much so as in any other trust 
company in ‘the fiduciary Yjoperations «au. ..thinks the, answer... is, 
absolutely. 


Mr Spensieril: YOure answer seems to indicate, coming 
from one in your position of having a knowledge of the trust 
industry, a rift between the conventional wisdom that we are being 
told by the blue chippers--Mr. Biddell, Mr. Thompson and the plue 
chip committee--and what you, whom I would consider, I guess, 
equally) pbive. chip, iaanew saying. vielty Pthene mais euthaoe.nett soror 
instance, in the area of the contemplated agency arrangement do 
you see that the agency arrangement which Mr. Biddell has just 
indicated could be carried on perhaps indefinitely so that we 
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wouldn't nave to rush neadlong into a sale? How do you see your 
group's proposed course of conduct during that interim agency 
situation as opposed to the government's proposed course of 
conduct? Do you see any time frame differences tnere? 


Mr. King: Wnat Dr. Elgie's advice has indicated to me is 
that they are not contemplating a fire sale. Our proposal is 
certainiy not proposing a fire sale, but probably a five- or a 
10-year reconstruction that would realize all the assets and see 
that the preferred shares are serviced with dividends and so forth 
and the sinking fund, which is a requirement, is carried out. What 
has cnanged here to some extent from when we first started this 
afternoon is that we had the impression that soft assets will be 
peeled out and are going to be left with the company. When I say 
the company, that is the preferred shareholders. Bear in mind that 
Our preferred shareholders put up half the equity of this company. 
As at October 7, out of the $40 million, we had some $20 million 
in there. Tnat input created the hard assets. 





Now they are saying that we're going to be sort of sloughed 
off and be treated in such a way that if there is anything left at 
the end we will get it, i.e., the so-called soft assets. If there 
isCanyerreass zatrom ron that, *we'’will-gew iat)’ Il Find that morally 
improper. 


Mo. “Macacnatas sr king, you*know you don't* réeatly’< ind 
it legally “improper. After “all, the company is a single entity 
with a number of assets of varying degrees of value and with 
liabilities primarily to public depositors. You know and I know 
and everybody Knows that sharenolders do come benind depositors 
anacurtrade: {creditors -and’ “any other creditors. '-To “suggest “that 
somehow or other there is a moral element in your being in the 
legal position that you're in really isn't accurate. 


Mr. King: Tne common shareholders have already walked 
off with $62 a share. 


Mev eispenster Pre erThis!Misn*t the Business ' Corporations: yAct 
we're talking about here. 


Mr. King: We are talking about a unigue situation under 
thes Loan “and, Trust Corporations Act. Up until 1971, preferred 
investment in trust companies wasn't permitted. 


Interjection: It was 1969. 


Mr. Macdonald: The problem is that your clients made the 
investment. It may not have been wise, but they did. Certainly 
their legal position is clear enough, that tney follow after 
depositors and creditors. 


Mr. Finley: If I might respond on pehalf of Mr. King to 
the comments of Mr. Macdonald, these preferred shareholders 
invested in this company in 1977 when tne company was composed of 
a totally different complexion. Their investment decision was made 
at that point. Because it was a loan and trust corporation, the 
provisions at the time that tne common shareholders sold out ana 
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tne preferred sSharenolders did not sell out were not peneficial to 
the preferred sharenolders; they were, in a sense, locked in. The 
legislation didn’t give them che flexibility that the common 
shareholders got. In addition, they got involved in an industry 
tnat is supposedly legislated. 


Mr. Macdonald: Excuse me, iL don't understand that 
statement. What responsibility does the common shareholder have 
that thne-- 


Mr. Finley: The common shareholders, under the Loan and 
Trust Corporations Act, were reguired to. be purchased. out to the 
extent of at least 75 per cent, with the result that once that 75 
per cent offer was made they had to make a follow-up offer under 
the Securities Act and every common snareholder had a cnance. 
However, that legislation gave no such protection to the preferred 
Snarenolders because of itS ambiguity or because it was a straight 
oversight, but ‘there -wasiemo ‘such « protection ).granted)» to,..the 
preferred shareholders. 


Mr. Rosenberg was required to make an offer and purcnase up 
to « 75"%eper cents of sthes, .commoniisnhares, and,G;Once, Wertidid, patne 
follow-up offer provisions of tne Securities Act reguiredad nim to 
make it to the rest of the common shareholders. We did not have 
that protection because of tne legislation and its inadequacies, I 
would suggest. We were in a totally different situation. We are in 
an industry that is supposedly regulated. We are supposed to be 
protected to some degree because of the government's overseeing of 
this industry. It was in the prospectus when these people invested. 


Mr «» Macdonald «li. juste makes stwowJsohservations.oorirst 22m 
recollection is that the follow-up offer was not in existence for 
common Shareholders in 1977 and, second, unlike common 
Ssharenolders-- 


Interjection. 


Mr soe Macdonald: »NO,yesit iwas. notmin. iexistence .c.whesnemember 
being involved in-- 


Mr. Finley: It may have been a common law. 


Mis Macdonald: Noboay thought it was; nobody ever 
applied it. 


Mr. Finley: Perhaps you and I didn't. 


Mr. Macdonald: Nobody that I ever heard of did because 


that srighteiswuniguer inethis, provincepeine anyojUurIsdictionsthewer 
am aware of. 


The second thing is that, unlike common snares wnich have no 
specialo.sconditions,,«wreferred,. shareholdensé ares frees ito -pexact 
particular conditions .in their) snares’ .and, if they had been 
farsighted enough, as you claim the government ought to nave peen, 
to foresee this kind of thing, they could have provided for those 
kinds of conditions to protect themselves in the event of a change 
OE controle in tact, sthevedidn. ct. 


Mr. Conway: Did Mr. Biddell have something he wanted to 
say? 


Mr. Biddell: Yes. I seally would like to, because there 
are questions being asked of Mr. King concerning the financial 
position of Crown Trust which ne, understandably, does not have 
the ability to answer. He doesn't have a copy of the statement in 
front of nim. He doesn't nave a copy--at least, ne didn't nave a 
Short time ago--of the Woods Gordon report where this is clearly 
settout. 


He asks whether tnere is a mismatch here anda he says it 
there isn't a mismatch between the assets and liabilities and 
their respective maturities, then no money will be needed. In 
fact, there is a very large mismatcn. 


On page 8 of the Woods Gordon report there is a balance 
Sheet of Crown Trust at January 7 and that shows that the company 
had $90 million of cash and liguid bonds, and that is liguid cash 
that waS available to meet the liabilities that were maturing. 
There would be something coming in on the mortgages, put in the 
face of that, they nad $96 million worth of demand deposits 
immediately due and $346 million of short-term maturing GICs. 
There iS a great big mismatcn. 


In the transaction that is contemplated, if this bill can be 
put gthrough,sCDIC aisigoing ‘to *thave itomloan “a great’ deal ‘of, money 
to the company that works out Crown Trust as working capital in 
order to permit those depositors to be paid as their deposits 
mature. That is the $150 million to $200 million that is being 
talked about. That does not Suggest tnat CDIC is going to lose 
that Kind of money. 


On page 24 of the report there is an estimate of the nature 
and the magnitude of the losses that CDIC may sustain. If you are 
interested in an analysis of that situation, the potential for 
loss to CDIC and the potential for recovery to the preferred 
Shareholders, I have a page-and-a-half statement nere tnat could 
be distributed which keys into the Woods, Gordon report and will 
show you what we are talking about here. 


Mr. Spensieri: Just following up on this point, are you 
Sure that there is nothing to suggest as of yet, Mr. Biddell, that 
the CDIC will not be equally forthcoming and equally generous in 
its fund allocation on an interim basis to a pody other than the 
Suitors to which you have referred? 


For instance, have they ruled out the possibility that they 
would make the funds equally available to a committee of the 
preferred shareholders, wno would constitute themselves into a 
trust company and thereby, I suppose, gualify for the same largess 
by the CDIC as your group would? 


Mr. Macdonald: Which group? 


Mr. Spensieri: The suitor group, the group of proposed 
Suitors. 
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Mr.) (Biddelle “Unitke ethe “other: | peoplesmsittinge at. ysthis 
table, I nappen to have been involved in trying to find people who 
would step in and take this thing over on the basis, as I have 
described “it; “a> District? frustideal, as workoutery That eas ethevionly 
thing which CDIC was prepared to look at--and quite properly, so 
far as they are concerned. 


That has been done. I believe that there are people who are 
prepared to do that if we can: get this legislation through. But 
CDIC is «certainly not prepared "cto*put mp “Chate King: Of nioney, eeu 
million to $200 million, to an interim committee which would be 
running this company, because it is well aware that if that is the 
way this thing goes, then the trust and estates business of Crown 
Trust will just disappear and there will be no going concern sale 
and very soon we would have a liguidation. 


So "CDTE* 1s *nots going eto pute upsatthakt skindixnore neney- to an 
interim committee, no matter what its auspices, to take over Crown 
Trust ands tans iA 


Mr. Spensieril: L find tnat so incredibly hard to 
believe, when you mentioned earlier that of the potential suitors 
for the Crown Trust valuable assets, some may not now be running a 
trust company business; some may be, in fact, involved in other 
areas of endeavour, such as even bill collectors, for all we know. 


Me. Placed VTNOr oO’. 


MriecSpensieris TEsit eis ofairictoesays thatyiwhoewese gees: vat 
who is not a trust company, must, in very short order, qualify to 
become a trust company, what makes such a presently 
non-trust-company acguiror or donee, whatever you want to call 
them, different from a committee of shareholders egually qualified? 


Mr. Biddell: What distinguishes them is that they must 
have not only the experience and resources to carry on a business 
of this magnitude, they must be people who are otherwise 
acceptable as well, and it will take, I would say, somewhere 
between $50 million and $100 million of equity that they will have 
to inject themselves to take this thing over. 


We made it available to people who did not have a trust 
company; if they had that sort of resource that they were prepared 
to commit to this thing, they qualify. We looked at some of them 
and -are™stLiliGrlooking Sate somerrtol Pthem; bot Sehateiis om flongeway. 
different from a committee of preferred snarenolders, or anyone 
else, (whostwouladsttcake’ “over &Crown, "Inject ne Equity= Tico eat 
whatsoever, and then®*-look' to -CDIG ‘to put yup’ a’ couple sot hundred 
million in order to keep them in place. 


CDIC™ is “ust not --preéepared stor “consider? that under? any 
circumstances. I know; I fought with them for: two weeks. 


Mr. Spensieri: Mr. Cnairman, Ms nave one concluding 
question "or Mr.* "King anad*"1t has’ €O“-do “wilth@ his view "or the 
minister's statement earlier to the effect that when we are 
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dealing witn the concept of valuation, and valuation for loan and 
trust corporations purposes, any revelations of Mr. Player and, 
for sure, any revelations of Mr. Markle--as we saw, because we 
dicn't want him to speak--could have notning to do with tne issue 
atrati. 


I would like to ask Mr. King this. I nave a situation in my 
Own riding which developed about a year ago and it involves an 
office building; it is known as 1315 Finch Avenue West--the 
ministry staff may be aware of it. TniS was a commercial pbuilding 
whicn I would like to use aS an example to get your views, really, 
on the difference of approach between what you seem to. be 
indicating and what the staff seems to be indicating. 


This building was worth approximately $1.4 million; that is 
wnat a willing purcnaser would have paid for it. Some time during 
the course of this year an acquiror came along who decided that he 
would pay $2.5 million for this building. As part of the package, 
he agreed that when the financing was carried out thnrougn one of 
these three trust companies a large sum of money would be set 
aSide to cover the cost of the mortgage, the shortfall. That money 
was somehow intertwined with the real estate, so tnat the real 
estate and the chunk of money on hand became part and parcel of 
each other, if you wish. 


in “your "opinion, “in “a “Situation -such. as -that, would <a 
prudent lender, such as the registrar tries to approximate in his 
judgements, still consider that building to be worth $1.4 million, 
Or would he consider it to be worth sometning well in excess of 
thet, osver- tue -facth vthar 2. -1s-now rintertwined with, Se tehunkicgs 
money allocated to it? 


Your viewS on this guestion are very critical because I 
think it determines later events. 


Hon.’ Mr. siElgies*bis “that the, Oklahoma deal you talked 
about in the Legislature? 


Mr, Spensieri: It" is -onée of »ones that ‘took place’ over 
the course of two years. 


Hor. Sirs ioie bur * ities. what eyourwere ereterring. tor it 
is an Oklahoma deal? 


Mr. Spensieri: Because tney were so small, you did not 
pick them out, and it took a gargantuan and really momentous aeal 
involving 14,000 nomes before you would twig to it. 


Hon. Mr. Elgie: Aggressive investment schemes and 
policies. 


Mr. Spensieri: I am telling you, Mr. Minister, it sets 
the pattern, as my leader was saying on Friday, and it is a 
pattern which was not noticed by any of your regulatory people and 
you only noticed it the moment tnat it became of such a mammoth 
nature. 
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That is what I am.trying..to get at, because this is very 
Critical. For valuation purposes, do you consider, and perhaps you 
would care to answer it after Mr. King does, that. the intrinsic 
security. value, of. that ‘building. changed .as a».result Of that 
financial arrangement? 


Mow ching s5 iMraagChakrmanay In a, .nOt ..a. feel. astace .exnert, 
but thisessaconcepty, pois financing «is -ebased,.On whate~uney joalling 
present-value situation. What it boils down to is a guarantee of a 
future market price. I think part of this problem really stems 
from the fact of rent controls, where until recently 90 per cent 
of financing costs can be passed on. Is this a commercial building? 


Mras Spensileri s:. cbt -d See eCommercial. office. _pbulicing. ~lteeis 
called University House and it sits in North York. 


MowogKing: (Of scounse,..rentpcontrols»do0y snot papi VaetoOlsoriains 
I must say in my own investment I would not approve of a 
transaction like that, frankly, but I Know it has been in vogue 
for some time. It is based on the expectation that property values 
willgo. up’ andwrents,,. ofcourse, 3wilhrqorupe 


It would be interesting to examine the leases that are 
applicable to that building. Are there built-in rent increases in 
that to provide the cash flow in time nence to warrant that type 
of multiplier? Tnose are the areas that one would have to examine. 


MrisSpensiemis: eabetsemen jJusts follow, thaty through... litem. 
Player's revelation was to the extent that the $15 million that 
wwasunaccounted for on closing, that was left as a trust fund, and 
if the $100-million-odd in tne Cayman bank were also to be 
allocated for mortgage servicing, would you Say that by present 
trends in real estate valuations, the Cadillac Fairview buildings, 
as they now are, coupled with such a large chunk of funds, $150 
million LS, « US say, to support mortgage payments, would 
intrinsically change the value of the buildings? 


MraeaKing t.Well, wit «01S, goodsfailth, »moneys sand, ifs. ones has 
access to that money and the term of the present value is five or 
sO years. at .eight,.per. cent. you ,.would,double the deposit, so, that 
may make up the difference between the $1.4 million and in your 
case the $2.5 million.) I,would have.;to examine "them teases but sit 
is possiple; it could be. What is speculative is that real estate 
values qwill «goups GMyo owm, Opinion »1 Se that.T.do,notethink Liwisea 
prudent investment for a trust company. 


Mr. Spensieri: I just wonder lie the ainisten,-could 
comment whether for gthehn purposeses,of ythelsLoansym and axfrust 
Corporations Act and for determining the lending base such a 
twinning of reserves of cash witn the value of the real estate 


could alter his view on whetner this legislation is necessary at 
ais 


Mra. Macdonald: eileetnink» chews short. answest dSen NO.mn ete me 
give you a rather different example. 


Sp eal. 
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If you had a mortgage on a piece of property that on its own 
was worth that $300 million we nave been talking about, and if you 
had the Royal Bank covenant, whose present-day value was $200 
million, then if you haa a mortgage of the $375 miilion--that is 
the first and second, the $152 million amount or whatever it is 
that got uS up to $375--you would then nave in combination 
probably, in substance if not technically, an investment that 
gualified under the Loan and Trust Corporations Act. Let me 
explain why. 


It would not gualify because the $300-million value of the 
real estate had changed, because the value of the real estate is 
not dependent upon the covenant of the borrower. Tne value of the 
real estate iS dependent upon wnat you could get if the borrower 
doesn't pay and you nave to step pack into the market and sell it. 


The Royal Bank covenant, being of a chartered pank of 
Canada, would probably qualify independently as a qualified 
investment, either aS a deposit or a note or a debenture or 
whatever its nature mignt be perceived to be. 


Again, in the present situation we cannot find any money in 
the numbered companies, and even if we could find money in the 
numbered companies, the convenants of numbered companies are not 
normally qualified investments for trust companies. 


Mr. *“Spensiera:s® P@appreciate | that?> but is not. hard, .cold 
cash on deposit better than the Royal Bank convenant? 


Mr. Macdonald: If you have hard cash on deposit, you 
mean if the $200 million was on deposit? 


Mr. Spensieri: Yes. 


Mr. Macdonald: That would be a different world than the 
one we have. 


Me Spensieris LE gtheyucaneprove tos,you that it. 1sstthae 
world, will you be prepared to-- 


Mr. -Macdonald: They cannot prove that that is the world 
up until now, because guite clearly there has not been $200 
Million on deposit up until now. If there was $200 million, it 
would be a new world tomorrow and we would nave to look at it. We 
might not need tnis legislation therefore. 


Mre 0 J2e°Me evohnsons* Mri “Ring ; "rt > emi confused ~with these 
$100 millions. I nave a hard time with thousands, let alone 
millions. I am at a loss to understand why a company like Cadillac 
Fairview would sell puildings worth, in their estimation, $270 
million, to nave someone else determine within a short period of 
time that they are worth $500 million. 


I would assume if I were a shareholder of Cadillac I would 
be guite concerned at them selling it basically at just a shade 
over half the price within the six weeks or whatever the period of 
time. What was your feeling, as a snareholder of tne Crown group, 
when this transpired? Did you feel that they had indeed made an 
excellent investment? 
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Mr. King: Crown did not make an investment. It was the 
lender tnat provided mortgages for tne transaction. The buyer was 
presumably the king of Saudi Arabia. Crown provided mortgages on 
that Situation and, as Mr. Macdonaid and the minister have pointed 
outjr ity boilsudown sto .the..75,per,cent.,of value... 1 understand ,the 
people who advanced the money, the mortgage companies, had three 
independent valuations too that justified the transaction. There 
were major legal firms in this city that were involved in the 
documentation of that transaction. To me there is some doubt-- 


Mrs JMacdonalds:!;Withsall. dues orespect futon iyou, @yMnw! Kang; 
youl, are@ Starting? ton departetrom,.the. facts, resid y. .eyOuMio aot 
really Know, what, there, 1S. sin, Che files OL eCrown rues soo Olmcao 
not. really know: ‘what. ‘lawyers, Asaid ore sdid nok. say. YOu. ao. not 
really know what documents were or were not obtained and you do 
not really know what those valuations look like. You are giving 
evidence but you do not really know. The closest you can get to 
finding out tonight would be to read what the Woods Gordon report 
has to say about the quality of legal documentation from "the 
finest legal firms in the city of Toronto." 


Mr.ouKing: s)Mri. #Macdonald ”agibaseds Onre:that ,»~avyOus aneupquite 
right, but-- 


Mr. | ‘MacdonaladsfrNooubut eat “LER inked tetas? ebiimportant rine 
committee is asking you questions, I think in many ways unfairly 
to you. You might, guite frankly, wisely not answer some of the 
guestions because you really do not have any direct evidence on 
which to form a judgement and you are being in some ways sucked 
in, 1£ I may say so. 


Interjections. 


Mr wo King’s, PEwplechave © inadvertently, Ciundot@tapotcgnzce. sen 
Will withdraw that question if it would-- 


Mr. Macdonald: Tt was: a» good’ question. It «was, \ che 
answer-- 


Mr. Chairman: Mr. Rae. He is not here. Mr. Cunningham. 
Mr. Cunningham: I defer. 
Mr. Chairman: Mr. Renwick. 


Mr. Renwick: I want to speak to a limited aspect of the 
problem raised by the preference shares of the company. We shall 
have plenty of time to come back to the Woods Gordon report and 
the nature of the transaction envisaged by Bill 215. 


I.~reallbymwant ton jspeakeastousthe iministerme 1) quouddesalso. . be 
quite interested in speaking to the Tory members on the committee 
about the preference shareholders, and I recognize the framework 
within wnicn one draws distinctions between preference shares and 
deposits and guaranteed investment certificates, all of those 
ramifications, and where tne preference snares would rank on 
liguidation¢..f understands adjdsthat. 
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As I understand it, the question which is before the 
committee is: In addition to the protection of the depositors and 
the guaranteed investment certificate holders and the trade 
creditors and others that are going to be protected under the 
transaction, we are being asked whether or not there is legitimacy 
to move to protect tne preference shareholders. 


I recognize quite clearly that preference shares are not 
debt obligations. I am not arguing about that. I also recognize 
guite clearly, on a very limited reading of CDIC, that there is no 
Wayrernt Witiche’cDIe-—«can'«vcone Sup tom #psotect -«the » preferred 
shareholders. That is not within their particular mandate. 


I would say to the minister, however, that if you or I or my 
Conservative friends on the committee were sitting in 1977 and 
were looking at the prospectus related to the series A preference 
shares--For example, say if one were reasonably knowledgeable 
about what one was doing with his money and understood what it was 
about, one would note, for example, that Campbell, Godfrey and 
Lewtas were acting for the company, Fasken and Calvin were acting 
for the underwriters in tne transaction; one would note in 
bola-faced type on the front of it: "In the opinon of counsel, the 
series A preference shares will qualify for investment under the 
Canadian and British InsSurance Companies Act and certain other 
statutes as stated under ‘qualification for investment.'" 


Sa tOup . ms 


Then when you turned = over the page and you found 
Qualification for Investment: "In the opinion of counsel the 
series A preference shares will be investments (a) in which the 
Canadian and British Insurance Companies Act Canada states that a 
company registered under part III thereof may invest its funds; 
(b) which the Foreign Insurance Companies Act Canada states are 


assets:which ) may. Se?ivested) in »teust;" vetess '(c) in whichsthe 
funds of a pension plan registered under the Pension Benefits 
Standards Act Canada may be invested" etc.; "(d) in which the 


Insurance Act Ontario states that an insurer, as defined in 
section" so-and-so "may invest its funds;" (e) in whicn the funds 
of a pension plan registered under the Pension Benefits Act 
Ontario may be invested" etc., you would begin to think that you 
were in the realm of tne kinda of an investment in which one could 
not be accused of speculating if one had invested one's money. 


Then you read about the company, the consolidated 
capitalization and deposits, the business of tne company, without 
my taking up the time to do it, the details with respect to 
mortgage lending services which were set out in the prospectus, 
deposit-taking services, the points wnicn are raised in the course 
of that. Then you came to the following under that heading, 
including references to Canada Deposit Insurance Corp., and so on: 
"Under applicable Ontario legislation, the company is limited in 
the amount of deposits it may accept from the pupnlic to a maximum 
of $296 million, subject to increase py an amount not exceeding 
the amount by which the liguid assets held by the company in its 
own right and for guaranteed investments exceed 20 per cent of all 
Savings deposits coming due within 100 days." 
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Then you stumbled through that gobbledegook and got to this: 
"February 28, 1977: The company has accepted deposits from the 
public which amounted to approximately $292 million. Tne company 
is now approaching its statutory limit; however the proceeds of 
this: sissue will ‘enable: Jit 1 tomaccept h:aieturther. $13 2)mrbbion.of 
deposits beyond the amount held at Fepruary 28, 1977, thereby 
allowing for continued growth in its deposit-taking services." 


Then you continued on through the . prospectus, Estates, 
Trusts and Agency Services, and came to a heading called, 
Government Regulation, and in bold type saw the Loan and Trust 
Corporations «Act Ontario:}="The +companyn Vs," registered» asyyar Crust 
company under the Loan and Trust Corporations Act Ontario, and its 
operations are subject to inspection and supervision by the 
registrar under the act." 


Then you havda reference to the multiple which can be 
approved bythe’) Lieutenant + Governor /in} "Council: “you's nad sia 
statement about the kind of assets in which the company may invest 
its funds; you had a statement about other legislation applicable 
to the operations of the company, including the CDIC Act and the 
Quebec Deposit Insurance Act. You then» ‘had. detail) ‘of the 
particulars of the preference shares, which are not unusual. Tnen 
you had the use of the proceeds of your money: "The estimated net 
proceeds, amounting? sto S5iomillionsiplussp ete.ssmandlisoe® on twist 
increase the shareholders' equity and will be added to the general 
funds of the company for investment in authorized mortgages and 
marketable securities. AS a result the company will be permitted 
to increase the amount they may accept on deposit." 


If you were to have invested your money in that type of 
preference snare, recognizing all of the formal distinctions that 
we ,are! ‘talking @about pes ifinddlaitTlpafficultaemot feos believe aem 
respect )ofsjthestintegrity ofiiCrownm Trustweol, Awhtch? lerbasicarly 
what we are talking about, that tnere is not some obligation for 
the minister and nis advisers to come up with a method of 
providing protection for the preferred shnarenolders similar to the 
kind of protection that they are providing for the depositors, 
both up to $20,000 and maybe up to $60,000 and maybe in excess of 
$60,000. 


I think the same kind of position could be put with respect 
to the series B preference shares, although they were used for the 
purpose ;Of “the ‘company “"acquiring (control “of ‘Canadian Realty 
Investors, which was done on January 21, 1982, when there had been 
one change in the ownership or the control of Crown Trust Co. 


Ivadownot: put’ at’ ons the sbasisyofolegabityvand teacerktadrinlye tao 
not put it on the basis of morality, but if over and above the 
insured amounts of depositors and holders of guaranteed investment 
certificates, and those persons are going to be protected, surely 
it is not beyond the wits of the ministry and its advisers to say 
that "thes integrity iSof mthissitransaction mthat ewesvare “askingsnmthe 
Legislature to approve includes the preference shareholders and 
we j will. wonky outta ‘meétnod! by) Iwhichmithe’ ‘aAntegrnity sextendsieeé 


protect’ = note onlyes the? depositors, but also the preference 
Shareholders, 
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I have no problem with the logical difference between the 
concept of a share and the concept of a debt obligation. But I 
have extreme difficulty in asking myself how the government of 
Ontario can say that they will draw the line at the depositors or 
the people who hold debt obligations, put they will not extend the 
protection to those who, in good faitn, invested in the preference 
shares of Crown Trust Co. in the light of what has happened to 
this company. 


That is a fundamental guestion for the committee. I do not 
think it is adequate to leave it until down the road at some point 
in the distance, one year, two years, four years, five years, or 
whatever the period may be--and I gather it is speculative--to 
find out whether in a residual sense there will be moneys 
available for that kind of payout to those preference shareholaers. 


When you look right through tne problem that is before the 
committee, without passing value judgements on all of the other 
aspects of the problem, it does seem that the preference 
shareholders have a very strong claim to be brought under the 
umbrella of protection wnich the minister is prepared to extend to 
the depositors. 


Hon. Mr. Elgie: You talk about preserving tne integrity 
Creac row VoLuSst.. OUGE DOS LELOM LS. thatthe integrity of.~Crown Trust 
was drastically altered in an exceedingly snort period of time, to 
which the government reacted very quickly and appropriately. 
Really, what you are saying is that no matter what, let us have an 
investment protection fund and let us pay it out of public money. 


Mr. Renwick: No, i am not. You are jumping EO ana 
conclusion. 


Hon. Mr. Elgie: Well, you are. None of the statements 
you made suggested there was any guarantee that there were no 
investment risks taken. With all those things taken together, 
including the fact that the government is making every effort to 
preserve whatever rignts are possible to the preferred 
shareholders and the common shareholders, I cannot agree with you. 


Mr. Renwick: your allegation--and I emphasize your 
allegation--is that in the snort period of time in which this 
company created the situation which made you move into that 
company, you are Saying that because those matters took place the 
preference shareholders have to bear that cost as well. Tnat is 
what you are saying to us. In other words, you stated that on 
January 7 you and your colleagues were of the opinion that there 
existed a practice or state of affairs within Crown Trust that was 
Ob Might. be: prejudicial - to. the public,.interests,.or .to the 
interests of the corporation's depositors, creditors Or 
Snarenolders," 


8:20 Sis 


You really did not mean that, did you? You really did not 
care about the shareholders. Tne statement should nave said that 
there existed a practice or state of affairs within Crown Trust, 
that was or might be prejudicial to the public interest or the 
interests of the corporations's depositors and creditors. 
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You should never have mentioned the shareholders if you were 
not going to extend the protection to them, however you did it. I 
find it extremely difficult to make the distinction between the 
public moneys of your government and the public moneys of CDIC. I 
find that very difficult. They are public moneys that are going to 
be used. 


Hon Mr. Elgies: I am not dedicated to protecting 
investments even though we are taking steps that are called by 
others here unusual and unprecedented in order to do just that, to 
offer options... for. ,.shareholders»that,..would, not,.»have ,been.» there 
under any other route. 


Mr. Renwick: Then you should correct your statements. 
You should issue a correcting statement to say that it is not your 
intention to protect the preferred shareholders of Crown Trust Co. 


Mr. Macdonald: I will just make one observation on wnat 
Mr. Renwick has said. There would be merit in making the 
statement. A situation does exist which might be prejudicial to 
depositors and shareholders. This has been eminently established. 
The fact that these gentlemen are here indicates that it was an 
accurate), statement... of, facts» thatsy 1t-yemay mabe spre7udicoie Dato 
Shareholders. What one is able to do about the situation is a 
different issue. 


Certainly, one can take the view that one ought to make 
public moneys available to preferred shareholders, whether to 
these preferred snareholders alone or preferred shareholders in 
all trust companies. That's a point of view. 


Mr. wRenwick: pPieasey doydnot  ;(sayarthatel gwantheto epsotece 
every investor on the stock market in Toronto or offshore or 
anywhere else. 


MrawMacdonald:«7 iditdn ttiusay .that. 


Mr. Renwick: I'm talking about the series A preference 
shares of Crown Trust Co. I'm saying to the government that they 
let this company get into the state it was in requiring them to 
take this action. In my judgement, they nave an obligation to 
protect the series A preference shareholders and I also believe 
the series B preference shareholders. 


HON ae Maw Lote ceed Ombsteaccept. tha, 


Mr. Renwick: Whether you nad time or not--I am not using 
it in a pejorative sense--the failure of your government has 
caused the problems that led you to take the action which you took. 


HOnss iMbeo-H1GtetseTy- don’ t.acceptenthat .otaecon! ts, thinkeashat 
there could have been any more prompt a response in this situation 
What you are really asking for is the guaranteeing of investments. 


‘Mr. Renwick: Theaters fine. Why didn't you let the 
depositors go then? You took a prompt response, but you decided to 
promectsthe depos itorses lethinksyoushad sto.domthat. 


=Z9 


Hon. Mr. Elgie: You are making an invalid distinction on 


the basis of legal jargon. 


Mr. Macdonald: There is a difference. The difference 
doesn't necessarily carry weight with every member of the 
committee, but there is a difference between a situation in which 
CDIC, with a pre-existing set of financial obligations in relation 
to Crown Trust Co., can come to the judgement that they can reduce 
their net exposure by finding a new owner quickly enough in order 
to make an arrangement that will reduce their net loss over what 
it would otherwise be. 


Now that is quite different from saying that one must find 
another source of funds from somebody who does not have any 
financial obligation to the preferred shareholders, 


Mr. Renwick: I find it extremely difficult to understand 
in this committee why we are not talking to somebody from CDIC 
because that is, apparently, the crux of what iS going on. It has 
nothing to do with the government of Ontario at all at this point 
in the game; it is whatever CDIC wants to do. They are saying it 
WilLtwpew Dest fOr US .bOsdo tte thse way, cand.) think it is time “we 
had somebody from CDIC to explain to us what Mr. Biddell and Mr. 
Macdonald have endeavoured to. Tne position they take is that we 
have to leave the preference snareholders. I think you are wrong 
1mOE tO- d0 “tt.” Trust that some of my colleagues in the 
Conservative Party on this committee will reflect upon tnat. 


Mr. Conway: Thank you, Mr. Chairman. I want to return to 
one Supplementary point that flows from my earlier guestions and 
sort of follows on some of the points raised by the member for 
Sarnia (Mr. Brandt). This is for those of us who are interested in 
getting--considaering we have the preferred shareholders here--a 
feeling for this company, particularly in the latter half of 1982. 


Mr.” KRitld; you "Wiel Trecali” that’ i” askead= you,’- periiaps 
unfairly, to comment upon some of the directors. I'm going to be a 
little more focused this time. 


I'm trying to appreciate the situation in which you find 
yourselves. It's obvious from the last exchange between Mr. 
Renwick and the minister that you don't nave some of the 
protection that you might expect one way or the other. Quite 
frankly, the more I hear of the trust business in this room, the 
more unsettled I get. That might be just a bit of a knee jerk 
reaction. 


In the summer of 1982--I think it was--your peloved old 
company found itself, if I am not mistaken, associated with the 
Burnett name. Is that rignt? Wasn't one of the Burnett boys-- 


Mr. King: A common shareholder, yes. 


Mr. Conway: Did that cause any upset to the preferred 
Shareholders, did you know? 
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Mr. King: I would presume so; I wasn't involved. In my 
firm we nandle quite a») few millions) of dollars. We =are— not 
Sharenolders of Crown Trust, common or preferred. Our involvement 
really started at the end of November. 


Mr ..;COnNway.: »Wheat Lim trying ro adon 1s “3ust (tO. cakes autour 
at that last six months during which this company, as the minister 
has just indicated, really started to deteriorate and very rapidly 
in the last 90 days. One of the things that struck me is--and I 
asked you about the board of directors--was tne following. 


On December 7, by the time the new management of Leonard 
Rosenberg had effected very substantial change, had cleaned out 
much of the senior management, a largely new board had been 
installed, involving people like Sid Lebow and Victor Prousky. 
Tnese people were of a very different kind from the ones, I would 
have thought, the preferred shareholders of the Crown trust 
Company were accustomed to dealing with, at least in the earlier 
days. 


Also at that time, there was installed on the board a former 
Minister of financial institutions, the honourable gentleman's 
predecessor back in tne days of 1972, 1973 and 1974, John Clement. 


Hon. Mr. Elgie: And Bob Stikeman. 


Mr. Conway: Bobs Stikeman*;was — salso- obonet,y ithe wobcard: a’ 
mention that because here is a guy who was a former minister. The 
reason I put the question to you is that--I don't know now your 
world works, but I am just trying to imagine--as this company 
falls apart, as we learn things in retrospect, it seems to have 
fallen into the hands of pirates who got the old company and did 
it. in. ingshort. order. 


One of the people who is on that board is a former minister 
of the crown. Maybe I am thinking politically--not in a partisan 
sense--but I am wondering whether or not there iS not somebody 
over there who says, "We're worried enough to go and get Mr. King 
and nis associates to protect us." 


Does no one along the line pick up the phone? There's got to 
be a good Tory in the crowd somewnere wno would pick up the phone 
and say, "John, what is going on?" 


Hon. Mr. Elgie: Bob (Inaudible) 


Mr. Conway: Maybe Bob, but a former Minister of Consumer 
and Commercial Relations, given the Loan and Trust Corporations 
Act,. Might sbe a. “better “place. to-go. 1° nome scayi no. coa.  eche 
Minister is any better than the member for Oxford (Mr. Treleaven), 
but in terms of the Loan and Trust Corporations Act, I might: just 
assume, given your past involvement, you might know more about the 
immediate concern than someone else. I take it nobody was raising 
tnat that you were aware of. 


ya’ 


Mr. King: No. Certainly, one looks’ to a board of 
directors for people of stature and experience and so on. None of 
the people you have mentioned, in my view, had nad any trust 
company experience. 


its Conway s'So eit didn't bring’ any ‘comfort te“ your ‘heart 
and to those people you were representing in early December that 
at -eboutrythat. time’ wa’ former° minister of the ‘crown for” this 
department was on that board? Did you see that as a destabilizing 
factor? 


Mr. King: I think their appointments were an attempt to 
offset the other names that you mentioned in providing stature, 
but I think it is a misjudgement of the owners to think that they 
would provide that kind of stature. 


Mr. Conway: I guess what I am saying, in conclusion, is 
that the Burnett name gets thrown into the mill in the summer. I 
have to think that really red-flagged a lot of concern at high 
levels among some of the preferred shareholders. I cannot believe 
it did otherwise. 


Mee ‘Rateeett DelLTevye “rt Sprobably ““did.e? That’ "is “just **a 
subjective judgement on my part. 


It takes a while for the investment community to sort of 
gather its resources. That is perhaps one of the drawbacks of our 
investment system, that tnere 1S not a protective snareholders' 
group, perhaps of my own industry--I am thinking of the brokers. 
But certainly the underwriters of the company, and so on, perhaps 
would have put out some recommendations or snown a concern. 


Phe problem in our investmentisindustry.is,9°and this is *a 
Griticiren tol coher Broker Pistdersof the’ “industry, "they . dow ‘an 
underwriting and it is sold and they push on to the next one. It 
is not a ‘continual nursing and so forth. 


Pethink, alsolsthe clack@otfiy*gqualification fore directors ‘on 
trust company boards is perhaps another item that I am sure the 
ministry, no doubt, will be dealing with in tne future. 


Mr. Conway: I guess what I am trying to understand, Mr. 
King, is simply what reasonable expectation there might have been 
for people who are now in your unfortunate situation in that time 
from, say, August 1982 through to January 7, 1983, to anticipate 
the things at Crown Trust Co. were not as they had once been. 


I might add, for the same reasons that I would have thought 
the Burnett name set off any number of alarms down at the OSC, I 
cannot imagine tnat over at tne office of the registrar of loans 
and trusts that not only alarms but a nell of a lot more wasn't 
going on as well, but that is something we will nave to deal with 
at another time. 


I just wantea to explore it with you because now it appears 
that, according to what I am nearing in the room tonight--well, we 
have a few Ottawa Valley pnrases to express more colourfully tne 
Situation in which you find yourselves, but it does not appear, 
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given the comments of the minister and Mr. Macdonald, that you are 
not in a position of very much protection. I just wondered about 
whether or not some of these developments in the last six months 
Of «L982 didn't. £519Ge Dn .a- Few eo things 40D. VOUf. parLc.ocoO” Derpnape ager 
greater protection. 


Mr. King: Hindsight being what Lit Le. obviously 
something could have been done. The fact of the matter is it 
wasn't until tne end of November or tne beginning of December that 
action was taken. The responsibility of the institutions that 
retained us did ask that we act on behalf of all the shareholders. 
It just simply takes time. We simply don't have the resources that 
Crown Trust had, or has, or the backing of the government to take 
such action. 


This is costly to the preferred snarenolders right now in 
that someone will have to pay these bills that we are incurring. 
We have a communication going out to preferred shareholders 
tomorrow and it iS not an easy expense. 


Mr. Conway: Thank you, Mr. King. 


Mr. Chairman: Thank you. The last two people who wished 
to speak to you were Messrs. Brandt and Wrye, and neitner of them 
is here. 


MYvew KiNG Ge Mie COOirman, tf To umay eit ete el lOnt ot awhe 
has been said here today, I gather that the preferred snarenolders 
and the institutions some of them represent are not acceptable to 
the government in that they wish to push on with their deal. Then 
I would like to put forward another alternative, and that would be 
for the government to buy the preferred snares. If the deal is 
that good, the government will be paid off in due course. 


Mr. Chairman: Does the minister have a reaction to that? 
Hon. Mr. Elgie: No, I have no comment on that. 


Mr. Chairman: Thank you. Mr. Watson, did you want to Say 
something? 


Miwa Watson: . 13, sknow iwhat siMe. ugeBrandtpeha@ fin caemind.6, He 
wanted to clarify, on page 2, the. difference, whether or not it 
waS an expense per day and then it was aS a result each week. IS 
that what you meant? 


Mr. nto LOv. hin dy p~NLGOt £eESpOnd, COnm tiatwe Lice. CpULeO eCOoSe 
reported to us for the investigators’ team that is, presently 
involved jin, Crown. Trust. 1S, $75,.000 08 day... Ti. vOou,work sthat.owt .on 
the basis of a $20-million capital investment by the preferred 
shareholders,._ if. the... CLOWN » MLrUSte. CO.s 3 Smecedtic: snd © ew) tie gna c 
expenditure and therefore it falls right down to the bottom line 
benind the Canada Deposit Insurance Corp., and therefore the 
preferred shareholders, their net equity investment is being 
dissipated by this investigation at the rate of 2.5 per cent per 
week. 
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I did a calculation, presuming that the figures were correct 
and I'm sure someone may nave a quarrel with tne numbers. If you 
take it on the basis of the 24 days that have expired since 
January 7, approximately $2 million of expenditure nas_ been 
floated down to the bottom line. If our position as preferred 
Shareholders was bad on January 7, it's $2 million worse today. 


Homa Mew? B1gtet- sist. ,could...just *eciarify,.thiscasthing, 
under the amendments to tne legislation of December 21, the costs 
of the process are a cost to the industry. It's an interesting 
comment, but it's a levy on tne industry. 


Mr. Mitchell: It's to the industry, not to the preferred 
shareholders? 


Mr. Macdonald: No, and I think there is one other thing 
we wouldn't agree on. That is I don't think the government would 
agree that there hasn't been, and won't be, ae substantial 
improvement in the net recovery of Crown assetS over what there 
would have been if they hadn't taken tnis action. I think they 
would regard these costs as relative to achieving that improvement. 


My Watson: Does Phas; in effect, change that 
calculation then when you say "to the industry"? 


Mr. Macdonald: It doesn't change the costs. 


MrnegWateonss Jt’? doesn... change’=‘the “costs, but. who is 
going to pay them? 


Interjections. 


Mr. Mitchell: As a supplementary to that, while the 
Minister is looking up the information. The minister has commented 
that this is being paid for by the industry. Then is there a 
Sharing of that cost, based on the size of the assets? 


Hon, Mr. o-Blgie.--On -earhnings.) By <the” way, that's .the ocost 
of the crash program we have been tnrough. That's not going to be 
continuing costs. 


As. Iwsdaida- the, act»was amended.» Prior, teasthat.it eaid; 
"costs of rehabilitation," but now it is the cost of the process. 


Mea Watsons: *“Pore mye clarification, *the result.,is nots 2.5 
per cent a week then? 


Mr. Finley: I have some difficulty with the guestion. I 
was focusing On subsection 3(3) of Bill 215, where it says, "Any 
remuneration payable to any person under an agreement entered into 
under this act and any expenses incurred by the registrar in 
carrying out the provisions of this act may be paid out of the 
assets of Crown Trust Co. or any income therefrom or any proceeds 
of disposition thereof." 


I take it from the minister's statement tnat does not view 
the investigative powers and the investigative duties-- 
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Hon,~wMri. Elgie: That. Lewcorrnecth. 


Mr snaRinleys@gmeaS« Salling) nq thin SUDSECt LONG «st bial Jan 
very grateful if that's his interpretation and the way it will be 
implemented. I am grateful on behalf of the preferred sharenolders. 


Hon. Mr. Elgie: If you read Bill 212, which was passed 
on December 21, supsection 4(2); and strike out the word 
"rehabilitation," it says, "proceedings under this section." 


Mr. Chairman: Tnank you, gentlemen, for appearing before 
us. 


Mr. King: I would just like to say thank you every! amuch 
for your committee's time. I appreciate the members' attention. 


Mr. Chairman: You are most welcome. 
Gentlemen, snall we then proceed with the clause by clause? 
Mr. Mitcnell, did you nave something to say? 

83 40Npem. 


Mr. Mitchell: No, ‘Iv just had a supplementary. but can 
let it go. It was just really part of that last,question. 


Mr. Chairman: Fine, thank you. Mr. Renwick? 


Mr. Renwick: Mr. Chairman, I think we now have to turn 
to what nas been peripheral to this discussion about the preferred 
Shares all afternoon, and that is to get a clear statement of the 
arrangements between the registrar and CDIC. I had understood that 
Mr. Humphrys and Mr. Richardson would likely be here for that 
purpose. 


I nave three particular )concerns..7) Genink = Gus i moortane 
that we go through the Woods Gordon report. There are a number of 
guestions I need some explanation about. Then we come to the whole 
guestion of the involvement of Mr. Rosenberg and Greymac in the 
affairs of Crown Trust. We are going to have to have some 
explanation of that. 


Then I think we have to understand what the intentions of 
the government are with respect to the third mortgages, part of 
wnich are held, of course, by Crown Trust. I want to know what the 
disposition is going to be of those mortgages because where we 
come in is wnat's going to happen to the apartment buildings 
themselves. 


Those: are three ors Pour wareas, WU awouldy like (to, discuss 2378 
you want me to go ahead with it, that's fine. I had understood 
that we were going to nave something on paper about’ the 
arrangements. We have had a lot of explanation by Mr. Macdonald 
and Mr. Biddell by way of interjection, but each time there were 
aspects» :Of plitpthatyares di tiicultseto,grasp.4 Lodeed,) some, of my 
colleagues on the committee have indicated that it seems to be a 
changing arrangement that is taking place. 


io 


Hon. Mr. Elgie: Mr. Macdonald has a letter that he has 
obtained from CDIC that he may wish to read or table. 


Mr. Chairman: Excuse me, before we get to that subject, 
it's now almost 8:45 p.m. If this is not going to be completed 
tonignt, including all clause by clause, ready to report back 
tomorrow, we must have the approval and instructions of the House 
to meet tomorrow following routine proceedings in the evening and 
so on. 


Mr. Renwick: Are we under instructions to report back 
tomorrow? 


Mr. Chairman: No. 
Mr. Elston: No mandatory instructions? 


Mr. Cnairman: No, no mandatory PVScCeuct tone. We have 
right now authority to meet this afternoon and tonignt, period. 


Mr. Renwick: I don’t mind if we don't sit tonorrow. 


Mr. Chairman: I was anticipating, under the urgency of 
the matter, that if it wasn't finished tonight people would want 
to sit tomorrow before our regularly scheduled Wednesday morning. 
[t-nas”» to .go''to the House tonight, or it should go to the House 
tonight. If it's going to, what is the wish of the committee? What 
is the anticipation of the committee? 


Mr. Cunningham: Can we hear Mr. Markle tomorrow? 


Mr.) Uneiimene beouon c- think “that’s quite relevant to the 
guestion. The guestion is, do people want to meet tomorrow? Does 
the committee want to meet tomorrow? 


Mie. /Mecouele. sourely, that "1S “a> ~“Ssubpyect .* that © we= can 
resolve. All of usS are here to attempt to move tnis tnrough. If, 
in fact, we concur with the legislation I think we should deal 
with that and keep moving. We'll argue what nappens later on tnis 
evening. 


Mr. Chairman: It Should go to the House this evening and 
be covered before 10:30 p.m. 


Mr. Conway: I speak, I think, for my colleagues when I 
say we continue to view this as a matter of urgent concern. There 
are a number of points we would like to proceed with, most of all 
with the amendments we have tabled before the committee. It's not 
Our intention to be obstructive or to delay. I want to underscore 
the concern once again about not having somebody from the other 
side to deal with this confounded issue of valuation, which is the 
central guestion, as we see it. 


We've heard passionate statements on pehalf of the executive 
council, which are in some respects compelling. I woulda like to 
think tnat before we complete these deliberations, we can find 
someone--if you can find Lennie Rosenberg, so mucn tne better--to 
deal witn Seaway. I was not interested so mucn in Markle so much 


26 


as I was to get one of these characters, tnese creative 
financiers, to tell me about this new business they are into, 
which I and my colleagues see aS an important part of this Bill 
215. I simply underscore that. 


I want to reiterate tnat it iS Our view, to accommodate the 
orderly passage of this legislation, that we will sit as long as 
is necessary this evening to expedite it in a reasonable fashion. 


Mr. Chairman: Really, you have not addressed yourself to 
my question. 


Mr. Stevenson: I think I can speak t0c the--members (on 
this side-- 


Mr .WBistonevBe careful. 

Mr. Stevenson: For most of the members on this side-- 
Hon..Mr. Bloie>.AbL the. goodaguyssonithat sides 
Interjection. 


Mr. Stevenson: We would certainly suggest that we sit 
tomorrow afternoon following routine proceedings, also tomorrow 
evening if reguired. I nope we can reach a consensus on that. If 
not, I am prepared to make a motion that be done. 


Mr. (Chainman:? Mr, Swart. @ iii widl boome me pack- to Mr. Conway 
after Mr. Swart. 


MreecuSwart: ool thank’ 2  (wouldisbesstota bly-unsealistice rico 
think we are going to finisn this evening, with the amendments we 
have before usS and with the questions that still remain. 


I had mentioned earlier the very real likelinood that we 
Should invite Mr. Rosenberg before this committee. That invitation 
may not mean there will be any more time consumed. I am saying in 
effect, however, that we are prepared to sit tomorrow afternoon, 
and if necessary tomorrow evening, to deal with this matter. 


Hono Mra nBlgiessAre we going gtonmtryegtonmake Gan fetfortnco 
get through it tonignt, snall we? Are we going to make that effort? 


Mrs: Swarts: We shall:tomakee, that. effort. 1s We “have sebeen 
constructivestaid:¢.the \owayeeup; (tos this chime, iandtgweasexpece id 
continue. There are certainly a lot of questions, however, that 
shoulds ,be§, ,askeay ion. .uthisr Legislation. (iagam gnotasgiving ss any 
indication that we are going to miss discussion of those important 
issues to get through tonight or tomorrow nignt. 


Mr. Chairman: Mr. Swart, you mignt assist us. We nave 
amendments from the government and from tne Liberals. Does the NDP 
have any amendments prepared yet? 


Mr 6. GSwartway Ivavanticipateiswe Sshallt” nave # two elormre chree 
amendments. 


Mr. Chairman: Fine, thank you. Mr. Conway. 
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Mr. Conway: Certainly we would have no objection at all 
to sitting tomorrow. We would be very interested in sitting for a 
considerable length of time tonight. It would be our view that we 
should proceed. Mr. Renwick has indicated that he has a number of 
guestions. We would like to get someone to speak to the valuation 
guestion from the other side. 


Quite frankly, I think my colleagues will agree with me that 
we would be prepared to begin aS soon as possible, focusing our 
Specific concerns on the amendments that we put. I nope that 
satisfies you. 


Mri | Chairman? Yes; thank” you: I sSnall nave the clerk 
contact the government House leader to get uS authority to meet 
tomorrow following routine proceedings and in the evening if 
necessary. 


Mr. Breithaupt: I think you also had Mr. Renwick with a 
series of themes he wisned to start with, as he said. So we are 
prepared to let him proceed in that manner and complete those. 


Mr. Chairman: Shall we proceed next with Mr. Macdonald's 
letter or Mr. Renwick's themes? 


MY Conway: I think Mr. Macdonald's letter is in 
response to one of Mr. Renwick's themes. 


Interjection. 


Mri Macconald?y »Poeeis® not: really’ Mr we Macdonala*s (lLéetter; 
POS i sta Letter *that twas *deliveredi® just pefore” six “o*clock+ this 
evening by Mr. Tory, of the Tory, Tory, Deslauriers and Binnington 
law firm, ‘acting on behalf of CDIC, as a result of discussions 
which I had witn him over the weekend and which I nad with him and 
Mr. Humphrys this morning and which they nad with the CDIC board 
aguring the course of the day. 


Unfortunately, I asked them, if they got the letter--and I 
aid not know whether they would or would not--if tney would 
provide me with 20 copies. I did not know if that was tne right 
number. They have provided me with something like 20 copies. 
Unfortunately, they xeroxed it before Mr. Humpnrys signed rather 
than after, but I can assure you that I do nave the signed copy. 
Would you like me to read it? 


3350 pen. 
Interjection: If you wish. 


Mr. Macdonald: I can read it very quickly. It is dated 
today. 


Mr. Renwick: Can §yow “-wéabeepeili« we get our copies 
distributed? 


Interjections. 
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Mr. Macdonald: Shall I proceed, Mr. Chairman? 
Mr. Chairman: Yes please. 
Mr. Macdonald: "Dear Dr. Elgie: 


"We are writing in response to your request that the Canada 
Deposit .Insurance Corp. ,confirm.its.. position, with. respect ,to. the 
future of the Crown Trust Co. business and depositors. 


"The Canada Deposit Insurance Corp. has the power to make or 
guarantee loans or advances to member institutions in cases where 
such saction will reduce ror p~defergunay potentials, loss, tog the 
corporation. 


"With this in mind, the Canada Deposit Insurance Corp. has 
agreed that siftn there sismnot further esagnificanthideterroration in 
the Crown Trust estates, truSt and agency business and deposit 
business, if an acceptable person to take on responsibility for 
the business assets of Crown Trust is ready, able and willing to 
ado so on terms acceptable to Canada Deposit Insurance Corp., and 
if a suitable lawful basis exists for such a transaction, Canada 
Deposit Insurance Corp. will take the steps necessary to see to it 
that funds are available to enable all depositors and normal trade 
creditors of Crown Trust to receive their moneys when due. 


"From the standpoint of Canada Deposit Insurance Corp. and 
its responsibilities and in the general public interest, it is 
Clearly desirable that the loss of value of assets and 
inconvenience to the customers of Crown Trust be minimized. Both 
costs and inconvenience mount rapidly as time passes and Crown's 
operations! icontinue sito 4beperestrictedaeingHiontwote this) ite lic 
urgent that normal service to depositors and other customers of 
Crown Trust be resumed as soon as possible." 


Mr. Chairman: Mr. Renwick. 


Mr.etRenwicks Yes; vinenave, ssome pquestionsoeste, Ao hmay, eer 
would like to turn to: the Woods Gordon report of January 15, the 
unexpurgated edition that we received over the weekend. 


Perhaps we could just have confirmation for the record. On 
the *top offipages:9), ditsnsays:1 "Atdsthisy pointamwejenave wo! reason bo 
believe that the company's cash and equivalents, portfolio of 
bonds and common stocks, revenue-producing properties ana 
nonrevenue-producing assets are not intact and fairly stated in 
the company's accounts on a going-concern basis. The liabilities 
also appear to be fairly stated altnough it will be appreciated 
thatethercompleteness . 2a sete. 


Would the appropriate person like to state for tne record 
Chat ‘there are m0 shortages ime thee terms Lthatasare Dset “out fan 
various places throughout this report? 


Mr.. Biddell: “Mro Chairman, =I Haver sbeen closely Gin touch 
with Woods Gordon throughout the preparation of this report and 
Since, and I can confirm that for Mr. Renwick. 
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Mri- TRENWICk Sf -cake sat *that+-the —Wery: nature * of!) the 
Orders in council impose certain cash restraints on Crown Trust 
and, in a sense, have exacerbated the situation. 


I refer to page 7 and the reference to Canada Deposit 
Insurance Corp. "You"--and this is the registrar presumably to 
whom the report is addressed--"on benalf of the company, have 
reached a lending arrangement with the CDIC, whereupon CDIC is to 
loan any necessary amounts to the company on a fully secured basis 
with a floating charge on all assets. It is your intention to have 
CDIC advance moneys daily to cover overdraft positions that may 
result from all company payouts. All company-owned securities are 
to be delivered to CDIC's agent. To date, we have not drawn down 
any of these credits but rather have used available cash witnin 
the company." Is that correct at this date as well? 


Mr. Biddell: That is correct. 


Mee DP Renwick 37) Thats “Ve “today s/on oVahuary” SL omaAt. the e'same 
time, we are mindful of the necessary liguidity positions to be 
maintained in the company for regulatory purposes which might 
otherwise require. us" toe’calblowpon this ‘facility “and: »we° are 
monitoring this need daily." I presume that is not reguired, or 
perhaps you could explain to me what that means. 


Mr. Biddell: The Summarized balance sheet on page 8 of 
the report shows that there was about $79 million in cash and 
equipment and $11.5 million in liguid bonds and some shares. Tnose 
have been used to meet the deposits that have been repaid to date, 
but there is a very large sum of demand deposits and short-term 
maturing GICs. The cash and eguivalents and the bonds have been 
sufficient to meet the maturities to date, put tnat will not last 
much longer. 


Mr. Renwick: The next item on inSurance confused me. 
Does that mean the orders in council automatically terminated the 
insurance of the company? 


Mr. Biddell: Where is that? 
Mr. Renwick: At the bottom of page 7. 


Mr. Macdonald: I suppose that would be under the terms 
of those policies. They probably terminate under those conditions. 


Mr. Biddell: Yes. However, you can be assured that there 
is proper coverage now. 


Mr. Renwick: Starting at the pottom of page 9, we come 
to Mr. Rosenberg and his associates in the Greymac group. You 
comment on a number of items. The first one is the third mortgages 
with respect to the Cadillac Fairview mortgage. I think I 
recognize that amount. Wnat will happen to this particular third 
mortgage under the scheme aS you have envisaged it for the 
transfer of the assets subject to the liabilities? Who will- hold 


the third mortgage? 
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Mric\ Biddebl: .ofhat qewiddeaescontinuewmsatonm:be o- b6élde by.9 the 
registrar and efforts will be made to realize on it. 


Mr. Rénwick: .So the third: mortgage, will .not “be Jpart .or 
whatever sale takes place? 


Mr. .Biddehl:e.Thatals.coprect. 


Mr ios Renwicks S000 ino. theaiuntoloingsesOre Chis transace ion, 
someone 1S going to be the third mortgage holder. How long will 
the. registrar -holdwit?. After, chim,,,.what.,.widd. ihappenssto thes third 
mortgage? 


Mr. Macdonald: At the, moment, the legal... advisers. to .the 
registrar are considering how best to protect the interests of 
Crown both in relation to the mortgage and in relation to the 
possibility of pursuing the funds that were advanced under these 
mortgages. Whatever proceedings are launched to protect the 
registrar's position will presumably be pursued by the registrar. 
If there comes a point at which there is no longer a trust company 
business being conducted in the name of the registrar and CDIC is 
still owned money, once tne new owner nas, in effect, taken it 
over, Eublyuehinseli,yscCrownt PreustenCos ttwouldsetheny ber san pnop]es: 
candidate for liguidation under the winding-up act. A liquidator, 
a court-appointed officer, would be responsible for doing the best 
with the assets, including the third mortgage under the direction 
of «the s,courtye forerthe pbenet it, Of. CDG 4! Leste fecne., (pret erred 
Shareholders, second; and then the common sharenolders. 


9 p.m. 


Mr. Breithaupt: Crown Trust will not need 500 employees 
to-do. thar 


Mr. Macdonald: At that point, there will be no employees 
of the corporate entity known as Crown Trust Co. 


Mr. Renwick: So the third mortgage as held by Crown, 
Seaway and Greymac will continue to be held by those companies or 
the lLiguidator? 


Mien oMacdonalds “lt ywillsebes.ertherm peithe ¢rceqrstranwrny, has 
current incarnation or -the».iguidator sas .the.~ suecessornssaThat is 
the bine sofathinking.}]Weeowilldsstille be s<inestne) bands. ob ithe courts 
if and when somebody moves for a liguidator. 


Mr. Renwick: Are those mortgages in default now? 


Mr. Macdonald: Those mortgages are believed to have been 
in default since December 8&8. 


Mri REnNWickes ml sigethesy registrar pegivi nggawanvasconsidgereation 
to taking whatever remedies are available at this time? 


Mrj.) Macdonald 4 :Theys janem gJivingwractive «consideration suek 
think the legal advice and the response of the registrar is 
probably.-<airly sclose ws iia would MpUuSteqassesoon not comment. on 
precisely what action may be taken, but it will be designed to 
protect every possible avenue of recourse. 


ca: 


Mr. Renwick: Anybody can ask a supplementary on that one 
because I do not pretend to understand it. 


Mr. Swart: On the TV program, Bill Player said there was 
the possibility that the $109 million could be used to meet the 
mortgage payments. Are these the same mortgage payments you are 
talking about? If so, nave any steps been taken? I realize tnis is 
just a statement made by him out of the country that may not nave 
any validity, but in view of that statement, what steps are being 
taken to see if any of this money is available to meet thnose 
payments? 


Mr. Macdonald: Hopefully, proceedings will be launchea 
before too long. When they are launched, you will be able to see-- 


Mr. Renwick: I just wanted to Know if proceedings are 
going to be taken. I am not asking wnat the details are. 


Moki Macdonaiaes «No; s Thali Ls *raghty Let’ mer putilit” tosyou 
this way. The registrar clearly sought the advice of our firm as 
to what the available remedies were. We nave looked into it. I am 
Sure you can imagine that there are a number of different issues. 
One wants to be very careful that in taking an action, one does 
not foreclose some alternative action. 


The facts surrounding this are very complicated. Wnen we go 
into court, we must be certain that we have the correct facts. The 
short answer is the registrar has sought legal advice. He is in 
the process of getting a response and we would expect that 
something will be hnappening pretty quickly. 


Mr. Swart: Would you care to indicate any other areas 
where you Say there may be several issues or areaS wnich can be 
explored for recovery? What other areas are there besides this-- 


Mr. Macdonald: At the moment, I would not care to try to 
expresS a view beyond this very large asset of the defaulted 
Cadillac Fairview tnird mortgages. I think it would be premature 
to speculate about what else might be open to the-- 


Mr. Swart: But there are others that are being 
investigated and are they of substantial amounts? 


Mr tjieMacdonaldsenif T’you Wook vatii page: LOr*of? the «Woods 
Gordon report which reflects the conclusions of Woods Gordon on 
those transactions that appear to have nad a close relationsnip to 
Mr. Rosenberg, you can assume that any legal proceedings that 
might flow would relate to one or other of those transactions. But 
we would not wish to comment in terms of immediacy beyond the 
Matter of the Cadillac Fairview properties. 


Mr. Cunningham: You will no doubt have exercised section 
LoS Often svacete 


Mr. Conway: I think in a rather laboured and circuitous 
way learned counsel has answered my question. 
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Mr. Renwick: Mr. Macdonald is referring to the registrar 
consulting nis firm with respect to tne third mortgages held by 
Greymac, Seaway and Crown, and the actions ne will be taking with 
respect to the remedies available. Is it your guess that tnat will 
smoke out whoever the actual holders of the equity redemption on 
the properties may possibly be? 


Mr. Macdonald: in iO of thn KiOW athac I would like to 
speculate on that. They may. 


Mr. Renwick: But we can expect it momentarily? 
Mr. Macdonald: I think pretty guickly. 
Mr. Renwick: Pretty quickly. 


Mr. Cunningham: Surely Mr. Macdonald is in a position to 
tell us that they would certainly want to exercise provisions of 
section 193 on directors, who I see here are to be neld jointly 
and severally liable for payment to it unless, of course, they are 
exonerated by way of protestation. 


Horns. MroieBlore: cAnysavactionwi:tofubenmtakenm ong: ae Loanggas 
being reviewed by counsel as well. 


Mr. Cunningham: Certainly. I am Sure you were doing that 
witn Astra. 


Mr¥oeSwart¢ (tw amehavang waditiiculty hearing the  sexchange. 
I do not know whether anybody else is or not. It was very quietly 
spoken, 


Mr. Chairman: You would have been interested. rTt— was 
about Astra/Re-Mor. 


Interjection. 
Mr. Swart: Nobody accuses me of that either. 


Mr. Renwick: Perhaps Mr. Macdonald or Mr. Biddell would 
run down the various guestionable investments that are listed at 
the top of page 10 and enlarge on your comments about them and 
speak about the two letters of credit in the amount of $10 million 
and. $25. 34millbion. 


Mr. Macdonald:..I will,.let,.Mr. Biddell, respond. to, that. 


MreotBaddelii: »«The- $10 semiLlion.«-lLettern of. Credif «was ap 
connection with the Daon transaction and represented a further 
exposure. of; nCrowncsetrust § sd tighadyacontributedaie5 3. .mistaon, with 
respect to which ait)had a £Lirst.mortgage position son the shells of 
an office building in downtown Vancouver. It had a commitment to 
subordinate that first mortgage to construction funds to complete 
the: building. Further, -1f te agidonot<do so, and (vo funds. were: fot 
fortncoming to complete the puilding, Crown Prarst nad an 
additional liability of $10 million with respect to this letter of 
credit to the general contractor on the site. 
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93 tO poms 


After a very considerable amount of investigation, in which 
the special committee advising the registrar, led by Messrs. 
Lambert, Bell, Taylor, etc., reviewed this matter very carefully, 
it was decided that it was the better part of wisdom in an effort 
to recover on this mortgage to go ahead and agree with the 
Subordination in order to see the construction continued on the 
building. That, the committee decided and the registrar concurred, 
was the best way of trying to get recovery on this amount. 


Tne item of $3 million was just a nost of small additional 
provisions which Woods Gordon, assisted by experienced mortgage 
personnel loaned by other trust companies, decided should be 
provided against a general mortgage portfolio of the company. The 
next item of $2 million is for preferred shares of Carlyle Eagle 
Petroleum Ltd., a company in which Mr. Rosenberg and others had a 
major involvement. It was assumed that recovery of anything on 
those preferred shares was rather unlikely and so it was listed as 
one of the soft assets. 


The same holds true for the $3.8 million loan to Kincorp 
Holdings. There, again, this iS a company which is in some way 
related to Mr. Player. The recovery of that amount was deemea to 
be rather suspect. The last item, the deposit with Greymac Credit 
Corps) “Was Ya” deposit of $7.55 miltlion*® made by ‘Crown: Trust: with 
Greymac Credit as an advance payment on the proposed acquisition 
by i Crown ‘Trust \of ithe? sshares foficreymac) Trust: Cos4. which,.in the 
proposed amalgamation would be acquired by Crown Trust and then 
the two companies amalgamated. That deposit nad been made prior to 
January 7 and, again, at the time this was written, there was no 
real Knowledge as to the financial position of Greymac Credit or 
whether or not it would be possible to get that money back. That 
is=stiliva matter of conjecture: 


Mr. Renwick: Going over to page ll on the third mortgage 
on Cadillac Fairview properties, what is that reference to "full 
appraisal reports dated November 5 were subsequently received" and 
included a statement about the net cash flow from the head lease? 
Wno prepared those appraisal reports? Tney seem to me to touch 
upon this whole question of value. 


Mr. Biddell: I do not know whether the names are in 
here. I have seen them. These were appraisers engaged by someone 
in the group, whether it was Mr. Rosenberg or Mr. Player of 
Kilderkin or whoever. In any event, those were the appraisals on 
wnicn the three trust companies apparently relied when tney 
decided ' to invest $152 million in third mortgages on these 
properties. 


Mr. Renwick: What value did they put on the properties? 


Mr. Biddell: I have not personally seen those appraisal 
reports, ana unless the answer to that guestion appears 
specifically in this report, I cannot answer it at the moment. I 
do know that those reports were subseguently examined by tne chief 
appraiser for Canada of A. E. LePage Ltd., whom the minister and 
the registrar engaged to make sucn examinations. LePage raised 
serious guestions about the validity of those appraisals. 
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Mr. Renwick: Is is possible for us to have any 
information with respect to the appraisals on those properties? My 
colleague was asking yesterday about the value for assessment 
purposes. IS it possible that we can nave the opinions that you 
got from A. E. LePage on those properties? 


Hon. Mr. Elgie: The material that cabinet acted on is a 
matter of legal action now ana it is not available. The material 
and advice that cabinet acted on is a matter that is before the 
courts now and is not subject to reporting here. 


Mr. ocRenwicks ti stake « itey wWweasare@.moOts. going, toO«w+gete any 
information about appraisers or appraisal value of any kind from 
the ministry, is that it? 


Hons / vMraty Bloles.-«NotacObaithat .parts Of; dt... WheGe Glses Ls 
there? 


Mr. Renwick: The Fairview Cadillac properties. 


Mrs, Macdonadldad:orMrenunChbairman, if -one reads, 2 Aave. to 
admit with guite a pit of care, what the Woods, Gordon report says 
on 12 ‘and® 137. B® thinkiwwhaticyou ‘come! Caway wilthieis@ay<fecognition 
that the appraisal reports were pased on the assumption that a 
head lease that guaranteed casn flow deficiencies could be 
capitalized and added to the other normal rental flow from the 
buildings to arrive ate.’ totalsevalue «for. ;the,.real -property... 1 
think you will see tnat Woods Gordon regards that as a totally 
inappropriate procedure. 


Basically, pernaps to oversimplify it, if you have got a 
piece of property that has rents being paid by people who are 
using the property, then it is reasonable to take the rents and 
deduct ‘the’ costs, «arrive at a net cash, flow,,projecti et. intos,ehe 
Future and come up with a present value of that casn flow and say 
that that ‘iss one way of getting, at.the. value of .a.piece of) real 
estate. 


If, once you have done that, you then decide tnat you would 
like to regard that real estate aS worth more, you enter into an 
animal called a nead lease which says we will pay some casn flow 
on top of the real estate cash flow. We would then capitalize that 
and treat tnat as an add-on to the value of the real estate, and 
then say we will take the two of those things and give it 75 per 
cent of that combined total as a mortgage, ostensibly meeting the 
75 per cent of real estate value Heed rensn § of the Loan and Trust 
Corporations Act. 


As best, eee Ch aiike, asmewet hare ifrableeptosounderstandsLtne 
procedures adopted by the appraisers, that appears to be the 
procedure, and some people describe it as circular, but you could 
do it with any sum of money. 


Mo. Chalrmans: (Excuse Me, ‘sargnsyustija 4minites- Ags the hsame 
time my brow creased, I saw several otner brows crease. It is at 
the point where you began the nead lease. It was fine up until 
then. How was it added on through the neada lease? 


Se 


Mr. Macdonald: I think the concept was this, tnat 
Kilderkin appeared to acquire the property from Greymac Credit for 
some $40 million more than Greymac Credit paid, whicn got it up to 
$310 million. Then it said to the numbered companies, "We will 
sell what we bought for $310 million to you for $500 million." 
Pernaps they then said, "Tnat is all very interesting, and we will 
arrange to have a $152-million mortgage put on the property." I am 
sure that tne owners of the numbered companies said: "That is all 
very interesting, but when we look at the cash-flow deficiency 
between the rents that, even on an optimistic view of rent 
control, can be achieved, minus the costs, we see a huge casn flow 
deficiency. We can't begin to service that mortgage." 


Gnzg "pai. 


Mr’. “Cha timahey “TherevelLs” ‘too much noise # in’ *the “roam! vand 
several people are being disturbed by it. 


Mr. Macdonald: Along comes Kilderkin and says, "Don't 
worry about that, because we will lease this back from you ana we 
will guarantee you the difference." 


Tne view of Woods Gordon, in assessing the appraisals tnat 
were prepared to accept this guarantee of cash flow deficiency 
from the head lease as forming a component of real estate value 
was that you could do tnat ana that meant that you had a 
$500-million value and, tnerefore, three quarters of that gave you 
$a 25a rLVion Peand! thathput the $252 million onside. 


The view of Woods Gordon, which is the view of the registrar 
and of the government, is that that is a completely circular 
procedure. One could have chosen $600 million and had a mortgage 
of $450 million, and one could have then nad a head lease that 
guaranteed that enlarged deficiency. 


If you read through the two pages of rather detailed 
assessment of the lending procedures adopted, the actual 
documentation obtained, you will find that there was no evidence 
as to the financial capability of Kilderkin. 


Mr. Renwick: Just to the form of the transaction, and 
thinking for a moment that your firm had handled it and there were 
no defects in the documentation, it was perfectly done tnat way. 
What then? 


Mrs Macoonald:: gust “exactly “as’ri' have *"descrifed’~ iti **st 
the documentation had been perfect in a formal sense, you would 
have a nead lease guaranteeing a cash flow deficiency whicn was 
almost entirely the mortgage carrying charges of the third 
mortgages, and-- 


Mr. Breitnaupt: Together with tne first and second. 


Mr. Macdonald: The first and second, I think, if my 
memory is right, were largely carriea by the rents. 
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Mr. .Spensieri: Unticdbetherce: *ilsiwa + Gefauler omy. theres .1sina 
breach of that arrangement, wnat gives you the right to determine 
that there is not the ability to-- 


Mr. Macdonald: I think we keep talking about two 
different periods of time. Tne day the cabinet made their 
Gecision, of course, they had no knowledge that there was a 
default, they had no knowledge of head leases--I guess they had 
some knowledge of head leases, but they didn't have the kind of 
detailed knowledge that there was in the Woods Gordon report. 


All they had to do--and that is not to say it was an easy 
thing to do, but: the: focus was, as ithe:minister has*said ion more 
thanmione troccasiomat including. .1n Ais: firs “statement. and, athe 
second, on did they have a borrowing base to entitle them to the 
privilege of going out to the public and receiving deposits? That 
was tne heart of the issue. 


The view was that, whatever validity there might be in 
financial terms to the head lease, that is, however good it 
waS--if it was Conrad Black or Lord Thomson, who might have been 
100 per cent good for the head lease--that doesn't mean that if, 
by » somes tLuke .~itheyuyceasesa.tOe Den.G00d.foOorsitaands .yoisgbadh (606 
re-expose that piece of real estate to the market, you could get 
anything more tnan what that piece of real estate was worth in the 
market. 


Mrs (Abreu thaupas So you couldn't guarantee effectively 
the valuation borrowing base? 


Mrs bc ChairmansnnExcuse: tmenrp Doe haves tito »-9Oin yoy Somes cOnder 
he ners s(Mupaibrandes 


MreoeBrandt: drrjust siwantedh tombpursve’s thatsaquesti ones THES 
is supplementary to Mr. Renwick's line of questioning. 


Tne ratner unconventional method of pallooning the value by 
this technigue--I'll wait until you are-- 


Mr. Macdonald: Sorry. 


MydeBrandts, That? syowhy hi © -stopped.yols.thinkksP enaves, to. nave 
you answer the guestion. 


The unconventional method of pallooning the value of the 
property through this technigue of topping off you have described, 
does this not also leave, in addition to a piece of property that 
is grossly overvalued and therefore if it had to stand the test of 
the market place-- In other words, under forced sale conditions it 
Should generate 75 per cent of whatever the market was back to the 
lender so that he is reasonably safe. 


But is there not sometning else that happens here, namely, 
that inf? between) sthe pSS00cemilbion, candi éthem$ 500kimilbion tandsethe 
mortgages that -navembeenggiaven efornnthisdparticular purpose, (does 
it not also leave a very large sum of wnat I would have to call 
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unearned wealtn somewhere in the middle of this transaction? In 
other words, a casn-out position where somebody gets his ratner 
Sweaty palms on a large number of dollars? Does this not also 
Eollow? 


Mr. Macdonald: That is right. I begin to lose the thread 
as to all the material that is being presented in what form, but I 
believe that in one of the minister's statements what happened to 
that money is outlined, what happened to the $152 million. There 
was a real $152 million. Tne real $152 million came from public 
deposits. 


There may be another $109 million or some otner amount that 
no one has seen, which seems to fascinate everybody. The thing 
that we have been focusing on, and had to focus on, iS the fact 
that there was -Si52°urilion * or’ real’ aoltars, Of “those treal 
dollars, some $40 million went to Cadillac Fairview as the balance 
after their second mortgage back. That was based on the valuation 
obtained by Cadillac Fairview from Laventhol and Horwath. It was 
obtained after that property was exposed to the market for quite a 
number of months. 


I think I stated before the committee on another occasion 
that was one of the elements, the fact that the property had been 
exposed for this length of time py as strong a company ana as 
Knowledgeable a company as Cadillac Fairview with as clear a 
valuation from as well-reputed an evaluator as Laventhol and 
Horwath, that made one question whether one could easily assume a 
value of more than $270 million for the purposes of the 75 per 
cent of lending value one could say of a value of more than $300 
Million because of the 75 per cent. 


That's where the first $40 million went, to Cadiilac 
Fairview. Forty-two million, as the minister reminds me, went to 
Greymac Credit as the highly-publicized profit that Greymac Credit 
desired for participating in that transaction. The balance went in 
a-number® of “adtffterent directions s —'m sorry, I’ican’t. remember in 
which of the documents-- 


Mr. Renwick: I remember it was very clearly set out. 
9230 poem. 


Mr. Macdonald: Yes, so it is clear. The committee can 
assume that the legal advisers of the minister are focusing on 
that aspect of the matter. 


Mr. Renwick: It precisely comes back agaln to tnat 
guestion of why we have been so concerned about what steps tne 
registrar is going to take to enforce wnatever remedies ne has. It 
was, aS you Say, $152 million of real dollars that went out. 


Mr. Macdonald: You can assume that it 1S being looked at 
as hard as the minister's legal advisers are capable of looking at 
hs 


Mr. Conway: I am correct in remembering that roughly 
$72.5 million Of that went directly to the control of Leonard 
Rosenberg, as Greymac Credit-- 
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Hon. /iMr.e SBlg iesia@Mygerecollection®s sise $s0.mibl lome paid 2 ior 
Greymac Mortgage. 


Mr. Macdonalds., Thats: -riqht., Kilaerkin, outs of -1t8) Share 
of the :$152) million; applied) $30¢millLiony «to * the jpurchase.,from 
Greymac Credit of Greymac Mortgage. IS that right? 


Hon. @MrvimBblotes omni fteen, smi tiion, .wente@eattompthe. GGECSs oor 
Crown-- 


Mr. Renwick: Tne minister's statement explains this very 
clearly, yes. 


Mr... ~ Chairman :,. following, some) *.Kind-§ of. orden there, . Mr. 
Cunningham should be next and then Mr. Swart. 


My vwvowant : I just wanted to nave a supplementary on 
this, if Mr. Cunningham 1s going to ask-- 


Mr. Chairman: He also has a supplementary, I believe. 
Mr oaSwart:(Okay. 


Mr. Cunningham: LEA A.youSea “aceepted? tthe idea--and we're 
dealing with value--that there could be a 10 per cent variable one 
way or the other on those premises, (inaudible) If they hada gone 
conceivably for 10 per cent more than what I personally believe is 
market) Vabue/: (which oisu$272) mellion* or .«thereabovts, te is not 
inconceivable that they would have got away with this, it being a 
circular type of deal.: If it wasasonky 283009 nad bions.andss the 
variance was $27 million or $28 million, nobody would have known. 


Mew Macdonalds>) No,;eibuti doy thinknothe pmquestion stthatearone 
asks at the moment and which, until one nas evidence, one can't 
answer is, if tnat is all tney had done would there have been a 
transaction? If they had only gone to $300 million, where would 
they have got the real $70 million? 


In other »wordsy,-«10one.,0f yethe-. things., you g-haves tom ask 
yourself--I'm not giving tne answer because I am not claiming to 
know the answer. I am not a witness in this matter, so I have no 
evidence. One does ask oneself tne guestion, if one was only at 
$300 million, then tne $225-million existing first and seconds 
would nave precluded any recourse to tne public deposit moneys of 
the three trust companies. Tnere would have been no ostensible 
basis for a 75 per cent mortgage. 


Mr. Breithaupts: Only the inflated value could have 
rolled that money out. 


Mr. Macdonald: inabk’srraghts 
Mr. Cunningham: Conceivably, apart from thee valuation 


issue, the #other)"purden tne ministry ‘has isd intent;n what ‘the 
untentoft aldeopethismwas. 
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Mr. Macdonald: I tnink that what's important, and what I 
think nas been very clear in the statements of the ministry, nas 
been that while tnere may be a great many issues, some of which 
are being touched upon today--you mentioned a section of the Loan 
and Trust Corporations Act. We nave discussed possible remedies of 
a legal character in relation to the mortgages and the funds tnat 
are flowing, but in terms of the regulatory responsibility of tne 
minister and the registrar under him, one hasS to be very careful 
about forming judgements about legal matters outside the courts. 
Tne guestion of whether there has been a preach of a statute or 
whether One has certain remedies in relation to certain 
transactions are matters for the courts. 


What was a matter for the registrar, tor the minister and, 
ultimately, for the cabinet, was whether or not tnere was a clear 
basis on which the government could conclude tnat there was an 
existing or potential prejudice to depositors. Tne focus of that 
consideration revolved primarily around this question of the 
borrowing base. Then one does not have to decide whether or not 
there is "misbehaviour." One only has to decide whether as a 
regulator, recognizing that you are regulating companies that can 
go out and seek money from the public who nave no way of getting 
inside to understand the nature of the portfolio being 
administered by the Loan and Trust Corporations Act, one could 
continue to allow companies whose borrowing base has effectively 
been eliminated to continue to receive deposits. 


Mr. Cunningham: hi nave a final Supplementary, Mr. 
Chairman, 1f£ I mignt. A widow nas her GIC with--for my purposes, 
let us say--Greymac Trust-- 


Mr. Macdonald: Make’ it Crown so we can properly discuss 
LESUEESS 


Mr. Cunningham: Greymac Trust would be easier for me. 
Someone comes to Mr. RoSenberg and says: "I want to buy this 
building. I nave been turned down by the banks and I seek mortgage 
money from you for this building." Tne appropriate appraisal is 
done and somehow, let us say, the appraisal 1S as generous aS you 
would consider the Cadillac Fairview appraisals to have been. 
There iS an item in the paper that says this building 1s worth 
$4.8 million when in fact it is only worth $2.8 million. At the 
same time, keep in mind my friend the widow who has gone in with 
her $10,000 of GICs. Money iS advancea based on the value of $4.8 
pnitlion; G.e. "let us" say, $3<¢5 million.: My math is>not very goog. 
Is that close enough? 


Mr. Macdonald: It should be $3.6 million I guess. 


Mr. Cunningnam: Okay, $3.6 million. Mr. Rosenberg 
accepts in return for this mortgage a broker's fee for wnicn I 
gather there is no limit. It could be unfair, fair or whatever. So 
hypothetically, let us say he accepts 10 per cent and that 10 per 
cent then leaves Greymac Trust. He actually leaves Greymac Trust 
witn a large pile, $3.5 million, and the guy who picks it up on 
the other end--I see Mr. Biddell nodding--does not get that much. 
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He gets net and $350,000 goes to our hard-working friend, Mr. 
Rosenberg. That iS deposited in his corporation called Greymac 
Credit. I see in the Globe and Mail dated February 28 that Greymac 
Credit is buying part of Dixie National Bank Corp. in Florida. 


My long, convoluted guestion to you is: What are we doing to 
make Sure we guarantee the little old lady who finds herself a 
creditomcinys@a vdeal: trying too recoverson. ay pidece..of -pnopercy. nat 
is at $2.8 mpllionpinot ag4osami lions mihatearte, wemdoings -CoMmtny «co 
cover her if this was hypothetically the case? Wnat are we doing 
to get our hot little hands on Greymac Credit or Carlyle Eagle or 
any other trust company? 


MriesMacdonald: yWhat ssyou;rarne ~asking 4iS:.Wlli..the,.tlegal 
proceedings that we have been adaiscussing take into consideration 
the moneys that appear to have flowed from tnese mortgages? I 
tnink you can assume that issue nas been and will be addressed in 
the proceedings that will be brought to protect the interests of 
the three companies in the mortgage transactions. 


Mr. Cunningham: Mr. Macaonald, were ..yOUs.LnOot. a very 
capable lawyer, you should have peen a doctor because you have a 
great bedside manner. With this piece of legislation, which in my 
seven and a half years here is the most strange, 
extraordinary--Tne whole thing iS bizarre, more bizarre tnan 
anytning I have ever seen in this room on previous occasions when 
we dealt..with..Astra »Re-Mor.<«211,d0n "t/ 1knoOw. oie |) dom" te KNOW eat oan 
assured. 


Mr. Macdonald: Well, I could suggest to you-- 


Mrs. Cunninghame... 1 .,.could _telli.. my. ,lady down the street, 
who may be out $10,000, that she should visit the Dixie National 
Bank Corp. in Florida or she could spread and protect herself by 
going partly after the Dixie Bank Corp. and maybe grap a few 
preferred shares of Carlyle Eagle and one tenth of one per cent on 
an empty building in Vancouver? 


Mr. Macdonald: Let us put it this way. In terms of the 
wide group of issues that are not pefore this committee, my advice 
is always to try to proceed in sequence, even while recognizing 
the right and interest of people in the opposition and in the 
press to try to find out as much about everything as quickly as 
they can. Within the next day or two or three or four, we hope to 
have some results which you will feel were responsibly taken. As 
to the relevance of that to this issue, I really do not see it. 


I share \wour, view, that »this..is;,legislation..unigque (to my 
exper lence. ,Obviousidy, thelsqgovernment,FisSeenot siirmboverwwith= this 
legislation or it would have included this rignt back in December. 
Having said that, I have no problem in advising this as the most 
responsibles.icourse .s0f£ action. The existing alternative is 
demonstrably so much more damaging for everybody. It iS not as 
though) Ontardoy had..a,: financial, oterest..and, /DY .1DtLOduGiNGg. thas 
legislation, it was getting a leg up in relation to other people 
with a stake in the enterprise. As far. as I. know, Ontario has no 
financial stake at the moment. 
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It 1S moving in to protect the financial stake of others. 
The only existing legal procedure 1s tne damaging one of 
lLiguidation which will result in aeterioration of the value of the 
Crown business and assets. This, in turn, means tne uninsured 
depositors will lose and will not get paia for a long time, CDIC 
will lose more and it will be nopeless for tne snarenolders. 


I agree that this deserves every Scrutiny because it is 
unusualP” puted “pelteve* “that it -is’ a’*mnore -eftficient; “fair” and 
effective method of realizing the interests of the stake nolders 
in this enterprise than any existing alternative Or any 
prospective alternative. 


Mr. Swart: I think we understand what iS taking place in 
this and perhaps we have understood it for some time. Some terms 
are used here and I want to make Sure [I understand them. For 
example, my understanding of head lease is that it set a value on 
income which would justify from that income a value of $500 
million on these properties. Am I right in assuming that? 


Mr. Macdonald: I think in a broad way, yes. 


Mr. Swart: The value you are uSing is really the market 
value-- 


Mr. Macdonald: Of the real estate. 


Mr. PoWwerc:: =-Of ofthe. realestate. That is one reason” =! 
asked for tne assessment information, and [I specifically asked to 
have it on market value. That was an independent valuation and I 
think tnis committee should have that information. Tne appraisal 
waS made py the Ministry of Revenue. 


Mr. Macdonald: I nave no problem with tnat. I just don't 
Know about the state of it. 


Mr. Swart: We naven't had it here. We nave askea for it 
in writing and I presume we will get it in writing. My guestion 
pertains to it. While it would seem to us, as laymen, that the 
market value is tne appropriate kind of valuation to use, 1s 1t 
not true that even tne assessment branch of the Ministry of 
Revenue uses income to base the assessment under its present 
assessment program? In fact, the assessment branch of the Ministry 
of Revenue often assesses rents which are different from the 
actual rents. They set imputed rents for property on wnich tney 
base the value of the property for assessment and tax purposes. [Ss 
iat nNotrtrue? 


Mr. Macdonald: Frankly, I am not familiar with what the 
“Ministry of Revenue does, but I make this observation: There 1S no 
guestion in the world that one of the elements to be examined in 
any real estate valuation is the present capitalized value of the 
net cash flow, taking gross rents minus expenses. However, I think 
this brings us to the crucial distinction to bear in mind; we are 
talking about tne rents paid by the users of the property, so they 
reflect the value of tne property to users. 
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If somebody comes along with another rent that is not 
related to those rents, but is related to some other 
consideration, then whatever the value of that may be, there are 
other such things as so-called financial leases. The covenantor 
May be good for an amount of money that bears no relationship to 
the value and use of the particular asset, but that is not part of 
the asset value. 


Mrs « Swant:) -Paunderetand Mall “that, bute. pBescomes, »backi. ro 
the point raised by my colleague the member for Riverdale (Mr. 
Renwick). This committee should nave the benefit of all of those 
valuations of the property if we are going to make a decision on 
tne validity of this legislation and on the statement that it is 
not worth more than $300 million. 


AS), .@) #layman;)o4,)* quite ici rank lyjeecanlt.Y see. wwhymctnet se ruld 
information on the valuations shouldn't be provided, whetner it be 
the valuations put on by the registrar, by Woods Gordon, by 
Rosenberg, by Bill Player or by the Ministry of Revenue. We snould 
nave all of those valuations before us to determine wnat we think 
is the appropriate value. From that, we can judge whether, in 
fact, the property is as overvalued as the ministry feels it is. 
Is“thatenOtaa Lairrstatemenc? 


Mr. « Macdonald: Sr*ithink =" could Tresponw to SPreetthiss Way. 
Whatever the merits or demerits of the government's action on 
January 7--and you can be in little doubt about what I think about 
that-- 


Mr. Swart: We have to pass judgement on it. 


Mr woo Macdonald:0Thatis mighty butYlthat Peaction = has, abeen 
taken. We are now facing a different issue, wnich is what is going 
to nappen to the Crown Trust depositors and the business and the 
assets. It seems to me that tne Woods Gordon report is providing 
enough to the Canada Deposit Insurance Corp. to take the view of 
the; matéerggthat oilts 1Sw taking, sandjgas «providing enough “toe the 
government to take the view that it is taking, and it does not 
depend solely ..on p thes 4questions «of othe, valuenmmo€t. Uthe Beadillac 
Fairview mortgages. There is also the guestion of the Daon 
mortgage and another $12-million or $14-million worth of other-- 
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MrnwSwant: GAndastheo new. § factor, offevinirtation, Ore course, 
by the legislation which was passed in November. 


Mrs. @Macdonaidziwhathtiactoretictenat 2 


. Mr... oWabthis, That. Stnée past ctwos ican’ ony =berincreaseaqeby 
five per cent. Tnat would have a very major-- 


Mrs Macdonald sa .Wnateveny ite Us fethatuiis they world athat swe 
are looking at today. It seems to me, in my perspective, tnat one 
could play around with the $132-million figure at the top of page 
10. "One couldr conclude mtnar, as, much.~.as .twoae thirds. of, those 
guestionable mortgages might some day be recovered, and one would 
Still be faced with the reality that there is no alternative but 
the alternative being proposed. 
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While I don't say that value is irrelevant, I think that 
that issue is being overtaken by events and the reality, as Mr. 
Biddell has pointed out, that tnere 1S a liquidity problem in 
Crown Trust. This means that even if one were able to conclude 
that all these mortgages were good, it is most unlikely that one 
could set that company back out untended into the market place 
witnout finding tnat it faced an immediate liguidity crisis. 


SO I really do believe that, if one takes abPl-the sfactors of 
the present situation, one is driven to the conclusion that there 
is only one realistic course of action, however distasteful it may 
appear. to be. 

Mre Conways” Ip have "a supplementary, @f of) coukd. sAggin,» ii 
am among the most uninitiated, but I gather you have just 
explained-- 

Hon. Mr. Elgie: Join the ranks. 

Mr. Conway: I am not ashamed to admit it again, but you 
have taken us through the Oklahoma, basically; that is what I 
understand. 

Mr. Macdonald: I don't understand the meaning. 

Mr. Conway: I will just ‘continue with Mr. Biddell‘s help 
here to understand something. The Rosenberg crowd took over Crown 
Trust'on ‘Or about’ October 7. Is ‘that correct? 

Mr, oinoel ls: Yes. 


Mr. Conway: Do you remember tne date on which they 
advanced the moneys? 


Hon. Mr. Elgie: The £ifth and eighth. 
Mr. Conway: On November 5 Crown advanced $62 million. 
Honso Mr. Elgies-The £1£th and.eighth. 


Mr. Conway: Tne fifth and eignth. Can you recall when we 
passed the amendments to the rental legislation? 


Hon. Mr. Elgie: December 21. 


Oh, the rental legislation? December 7. It was introduced 
about the week of November 24 and was passed the first or second 
week in December. 


Mr. Conway: I am sitting here seeing Mr. Macdonald talk 
about this deal they have got cooked. God only knows how they ever 
managed it. 


Mr. Macdonald: I never used that word. 
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Mra: ) Conway; oN; e:l>-Gid, & but she “arrangement; -.whatever 
word; you just took us through sometning that sounded--a process. 
Iowillg«ccaLbbnit,tavcdeal*?Votners! will cell itevan Winlahoma s. a6 won. 
get into the business about it. This is apparently the Oklahoma 
scam. 


Mr. Breithaupt: Tne wind comes right behind the rain. 
Interjections. 


Mr, Conway 90 ol awon tt. lententain makeeiecussionyy;aboutyyitic 
fact that apparently people are coming forward now and Saying: 
"This has been the state of much of this industry for a number of 
years. This is creative financing; it is being done by a whole 
hostvof peopleidin veryssmall units., Mtrewas camiactsoek daring. tosytry 
it with so large a component in the country's leading metropolitan 
community." 


I am wondering and thinking to myself, nowever, surely, Mr. 
Minister, the day you introduced that legislation on controlling 
the rental pass-through, you dealt that deal a crippling blow. 


Would I be right) @n° thinking that, Mr. Biddell? 


Hon. MMgewt'bilgie: > Letiitme justyvadd beomthat Sa question “that 
I answered in the House the other day. 


A letter was delivered to me on November 15 in which 
Kilderkin indicated that they would ask for increases in 1983 
averaging 13 per cent. 


Mr «Renwick: Thirteen, percent. 


Hon. Mr. Elgie: I did not, however, see myself as being 
in the position to bargain over rent increases. All I am Saying is 
that; praiormetoe#ithe: inprodictioniloMmsthet bi Jue anaw pEeicr sco my 
Statement to the House, it waS in someone's mind that 13 per cent 
would be enough. 


Me. "Conway. Thateimay.@ beiiiso, but Gyretamy lLooking® aceva 
controlled market in which this property was found. Mr. Biddell, 
would I be right in thinking--if not please say so--that 
legislation that altered tne rental, the pass-through, would have 
a fairly significant impact, in tne intermediate and long term, 
for thet.deaiy 


Mr .2oBiddellwadl think ethatardsiccoprectow Theyiewoula?s have 
had to nave nad a massive increase in tne rentals on the Cadillac 
Falrview properties in order to have this deal work out, because 
that value could only have been substantiated in any way by 
Kilderkin's covenant being good, Kilderkin having tne ability to 
make good on the. .cash=flow deficiencies. For it to make good,..it 
nad to have a very material source of revenue. 


Mp evBrertnauptsOremore,capitad. 
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Mr. Biddell: More cash. They had have to get it from 
vastly increased rentals, or tney would have to get it from the 
group that was supposeaq to put up the other $125 million. Up to 
now I have not seen any evidence that the latter is available to 
them, notwitnstanding what Mr. Player seems to be saying in his 
television interviews. 


I don't Know; maybe they are, but-- 
Mr. Conway: So the logical place was in the rental area? 


Mr Biddell: That is the place where you would normally 
expectr nim tos findsit. 


Mr. Breithaupt:; If this had worked, they could have 
taken Mexico next. 


Mrweecaisce "hats tond of Si09 vm livon of) SLli “wiliion 
that is supposed to be in tne Cayman Islands is really irrelevant 
to this whole matter, is it not, because the money is not in the 
deal? Is that not correct? The money would have to be there 
available-- 


mr. conway fr “Andy Kitderkirn “would  iheve to “have @conteol 
over it. 


Mr. (Bréithaupt:*Or could ‘call it down to build up what-- 


bir. 6 vpeandt.:©6—Caltiesupon rthat; jas “required .#oThat isi notes fhe 
case-- 


Mr. Swart: He says it is not the case. We have no idea. 
Interjections. 


Mr. Macdonald: I just want to say that even if the $110 
Million were used to buy the mortgages back tomorrow morning, you 
Stidiieamavecdite look at the Daon mortgage - and the other 
transactions, and you are still well on the short side. That is 
really the burden, wny you do not have to be too refined about the 
value of any one, when it is so clear that, wnen you take them as 
a group you are so far away from having a financially viable 
company that you are back faced with the problem of what you are 
going to do about it. 


Mr. Brandt: With respect to Daon, could I ask 
you--because we have not been talking about that one to any great 
extent. A building of multi-millions of dollars in value--I forget 
what the specific price is; but it is 700,000 square feet--in a 
building of that magnitude, is it unusual that there would not be 
a deal struck with a lead tenant somewhere? 


In your experience, a large company tnat would take over a 
substantive amount of square footage to protect tne investment, 
before you even proceed witn construction ana mortgages, 1S that 


not common? 
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Mr. Cunningham: You aSked tnat question some time ago. 


Mr. aiBrandt: eY¥es, .Dagiknow.viBut Gilsajustpsmenced actos Knowvenr | 
in your experience, there was ever a Situation of which you are 
aware that someone would speculate on 700,000 square feet of 
building without Knowing where tne tenants were golng to come from. 


Mr. Spensieri: <t was: doing to bev the healy io cice. on 
Greymac. 


Mr. Macdonald: I would not say whether 700,000 square 
feet ina city the» size,of Vancouver--that..1s, pretty, b1g,, but 
witnout being able to recall specific examples, I wouldn't be 
Surprised if one could find some speculation on perhaps somewnat 
smaller buildings. 


LOe@ p.m « 


Some entrepreneur might be ready to dao that, but it would be 
highly unusual--having regard to the apparent condition of Daon 
Development Corp. at the time--for a loan and trust corporation to 
undertake to make a second mortgage of $50 million that would fall 
benind a first mortgage of $100 million that would produce a 
building .of..$150 smilbLion.. Youn,are, pright; sthatyxmost,..buvldings: of 
that size would have a lead tenant. 


Mr.u+Biddell,;;am ds nots night?..Just,.to, bes sure, wes are; noc 
misleading the committee, did we not ascertain that two things 
were clear when the $50-million first mortgage was advanced by 
Crown a Prust) Co. onntthe Daon building? First,1 at wae clear that 
there would be another $100 million necessary in order to 
COnNSELrUGEL IG: 

Mr... Biddell: «That's correct: 

Mee Macaonald: Second, it was a term of the first 
mortgage that as that $100 million was advanced, the first would 
become subordinated or made subject to it. 

Mr. Biddell: It would become a second. 

Mr. Macdonald: léfuctarted-si fas a fi ost, but it was 
obligated to become a second as the necessary $100-million 
construction finance came forward. 

Mr. Cunningham: Was there a commission? 

Mr. Macdonald: I can't answer that question. 

Mr. Biddell: Yes, Crown got a commission on it. 

Mr. Cunningham: What was the commission? 


ME wabLaGelhe -bivesmi | LEoncaol Lane. 


Mr. Cunningham: Did that stay witn Crown? 
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Mr. Biddell: They didn't get any casn. They put out $48 
million in casn and they got a $5-million commission, so they now 
have a $53-million second mortgage. 


Mr. Brandt: What is the triggering mechanism that opens 
up the Bank of Montreal $100 million? That seems to be a 
relatively loose commitment that's not covered very well in tne 
Woods Gordon report. Obviously that money Or some other 
alternative funds are going to be reguired tO complete the 
building. 


Mr. Biddell: At the time the Woods Gordon report was 
written there was not a binding commitment on behalf of tne Bank 
of Montreal to come up with that construction money. After a good 
qeal of negotiation between the registrar, his representatives, 
the Bank of Montreal, Daon, the owner anda otners, tne Bank of 
Montreal agreed that it would come up witn the construction funds 
provided the Daon first mortgage was turned back to a second. 


Incidentally, that is why the minister initially released 
only a part of the Woods Gordon report. Those negotiations were 
Still in progress. We simply could not jeopardize the negotiations 
with the Bank of Montreal by putting out the complete Woods Gordon 
report at that time. Otherwise, it would have been put forward. 
This was put out as soon as those negotiations were completed and 
the Bank of Montreal was committed. 


Mr. Chairman: Thank you. We are back to Mr. Renwick. 


Mr. Renwick: I take it--under the process you're going 
to go through now--that Crown Trust at some point will simply 
cease to exist aS a trust company. That's my understanding. It 
will be similar to the way in wnich Britisn Mortgage anda Trust Co. 
ceased to exist aS a trust company. 


Did you ever consiaer incorporating a company yourself, in 
view of your long-term plans with respect to loan and trust 
corporations and the decentralization of control? Did you ever 
consider incorporating a trust company with the registrar, and 
instead of using somebody out in the private world, carrying out 
this process yourself with the assistance of tne Canada Deposit 
Insurance Corp.? 


Hon. Mr. Elgie: Did tne government ever plan on getting 
into the loan and trust buSiness, you mean? 


Mr. Renwick: I ‘don't know whether you want to turn it 
around that way. All I am saying is that you have a proplem with 
Crown Trust. If you nad decided to incorporate a company, whnicn 
over a period of time you mignt very well have divested your 
interest in and continued on to stabilize the situation that 
way--Did you ever give consideration to that as a possible viable 
method by which it could nave been done? You initally take, Say, 
100 per cent of whatever the investment is and then over a period 
of time you sell it down to 50 per cent or 10 per cent or whatever 
you want to do. 
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Hon. Mr. Elgie: No, we didn't. CDIC'S arrangements with 
us were to pass it to a firm-- 


Mr. Renwick: “I. think you might have “been” acceptable ~ to 
GDICS 


Hon. Mr. Elgie: I don't pelieve tnat. 


Mr. Renwick: Let me ask the other question there. What 
are you able to tell us about wno is going to buy it? 


Hon. ofMe.- Bigie:  Lcan't, tell, you anything. nowasbecausesr, 
frankly, have not received the recommendation of the committee. 


Mr. Renwick: When do you expect to? 


Honso Mr...» Elgie:o Any, ;time,, now;5 but, that's. not..the. issue. 
The issue is that the act before you requires the Lieutenant 
Governor in Council to make the determination about wnetner it 
accepts or rejects that recommendation. Once that has been done, 
you're free to gquestion-- 


Mr. Renwick: Tnere haS been ae reasonable amount’ of 
speculation in tne press about the people you've been in touch 
with. Are you able to give us that list? 


Hon. Mr. Elgie: Wno we have been in touch witn? 


Mr.G Macdonald: °r@.don*e Know - thatetwe * can "éveny do —thac, 
can we? 


Mr@ Biddell: NO, we Gani} Tnere nave peen a 
considerable number of them. 


Mr, “Renwick: ‘In your? tBetter of January 28, you Say “that 
for practical purposes, anybody who wanted to have a crack at it 
has been available to come in. 


Mr. Biddell: You must understand tnat for practical 
purposes that restricted the eligibles to those who had both the 
resources and tne experience. There were a number of recently 
incorporated very small trust companies wno said they would like a 
chance to take this thing on, but they had neitner tne resources, 
by a country mile, nor the experience. 


Mr JREenwick:*"Will «it bee trust company: 


HOMiGMnS sh love: ody candt ertedt yroumgethat a NOt atone ease 
companies have indicated an interest, I can tell you that. 


MraieiMacdonalds!, Eri wicimay “osayH=T bEKNOWMeIY. bo Renwiackiasgot 
cross at me and tnat's all right--it's a proplem to state to tne 
committee what one believes to be a reality, whicn is that one can 
lose one or more of tnose parties and yet not, understandably, be 
perceived as introducing a threatening element into the 
GQ1iscussion. “Te stplivisca reality: 


How one can present in a forum the reality tnat is perceived 
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as a reality, not as a tnreat, 1S beyond my skill. None the less, 
someone who we may think 1S a possibility today may no longer be a 
possibility by Wednesday. It just isn't prudent or proper to 
speculate. 


Mr. Cunningham: It might be an incentive for those who 
think we should have a provincial trust company. 


Mr. Chairman: Excuse me, Mr. Swart; qo you nave a 
Supplementary at this point? 


Mr. Swart: Yes, my Supplementary wasS just’ this: are 
these bids you are accepting or the proposals you are receiving on 
Wie yw Sale oreo ie {company pias? 2a whole; “some: of jit or*alloeof »it 
divided into just one package? 


Mr. Biddell: No, its a work-out Situation of tne 
company as a wnole, put excluding the soft assets. 


Mr. Swart: All of tne proposals are on that? 
Mr. Biddell: Yes. 


Mr. Renwick: So the story in the Globe and Mail was an 
incorrect account where it sounded as thougn you might nave a nalf 
a dozen parcels that you mignt peddle? 


Mrs ebidUuel)*SINno,. we? haar no -aintentton' / of aging) 4that 2°That 
wasn't a workable situation. We had to nold it all together and 
try to deliver the trust and estates business to get the maximum 
recovery. 


Mr. Conway: I am a little mixed up now on what was 
discussed “earvier.  vdon't’owant “tot belabour’ ‘this > point,  °Mrs 
Biddell, put I woulda like to come back to the agency comments of 
earlier today. I had always had the idea, prior to that comment, 
that it was essentially your plan to break the company into two 
component parts: the soft assets and the hard assets. The nara 
assets, I thought initially, would go off to a new owner without 
an intervening agency stage. I gather from wnat you said today 
that tne point of ownership comes down the road a bit, that there 
would be a bridge agency. 


a tL OSD. 


Mr. Biddell: Indeed there will. Tne largest part of the 
hard assets are the investments, tne largest part of wnichn are tne 
mortgages. Tne plan is tnat wnole package of assets, excluding 
only the soft assets, will be turned over to a new group tO WOrk 
them out for the benefit of tne depositors and creditors ana 
sharenolders of Crown Trust Co. 


Mri? Conway: Fine.  E°"just’ wanted ~to :be. sure. So the 
working out begins with the idea tnat the soft assets will be 
hacked off or will be carvea off in the first instance anda they 
will not be part of a working-out arrangement. 


Mr. Biddell: That is correct. 
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Mr. Roy: I have a. supplementary. Mr.. Biddell, .you may 
have been asked this guestion before. When you met the Liberal 
caucus last week, we discussed tne urgency of tnis situation. You 
said you wanted to keep the buyers around and that iS why you 
neeaed tnis legislation. No mention was made of this packaging of 
the soft and the hard assets. Was that just a slip-up? 


We all came out witn tne view that one of the reasons you 
were afraia the buyers might scatter was because there waS a 
component of good hard assets, and the soft assets that were not 
as good. That makes the package not guite as attractive as saying 
to the fellow, "We are leaving tne soft assets with Rosenberg, and 
the buyer is going to pick up the hard assets. " 


I. Came, OUt, With s6hequlMOressiony; ~1lir- [= May) Save.s0, oeoae 
following that, you told the press something you hadn't told us. I 
just wonderea whetner this was-- You Knew about this? 


Mr. i«Biddeldin i, Knew, Of. the. concept... at. thatya.cime. ec 
answered, to the pest of my ability, tne questions that were put 
to me by your leader and the members of your caucus. Subsequently, 
wnen I wasS asked to meet with the press, they put some specific 
questions tO ame-and,~Out. Of sathatyesk told -them. what the wconcepe 
was. Unfortunately, they didn't write it up very well and there 
were misconceptions as a result of the newspaper reports. 


That concept has always been there; tnat the soft assets 
would be left behind, to be worked out by the registrar, or maybe 
Subseguently by a liguidator--tnat. woulda include the potential 
lawsuits witn respect to those soft assets--and that the hard 
assets, tne going-concern pbuSiness, would pe turned over to 
Capable hands to work out for the benefit of the depositors and 
cCreaitors and sharenolders, but with that person or that company 
getting for hisS own benefit, down tne way and gradually, the trust 
and estates puSiness. 


MrsppROY trie mUnderstand. that, andl, Cans See the erogiG or 
doing it that way, but all my colleagues and I were left witn the 
impression that part of the difficulty in interesting buyers in 
this package was tnat there were soft assets in there which would 
not make it that attractive to the buyer. I was left with the 
impression--I think all my colleagues’ were Leftinau with the 
impression--that one of the difficulties you nad was getting a 
buyer interested in that whole package. 


MY... geo iodel ls Tp SOG ree ik I Lett Yous with cthac 
impression. ITjvhad. no intention of, doing so. Had d--realized—that 
you were galning that impression, I would have done my best to 
straighten 1t.out. 


I. puts.together this overall planwy it .wesasone sthat. met tbe 
tests insisted on by CDIC and we reached agreement on it. I 
certainly had it in mind when I met witn you and I do apologize 
for having left you with an incorrect impression. 


Miran ROY: oii NAaVesr CO eadME eto syvOUnR*tNat« when. lusteaGd sathat an 
tne morning paper, I couldn't guite believe it, because I thougnt 
that changed. the urgency of athe, Leogislation auderSand +2) hella] 
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buyers are not getting the soft assets; it'S a more attractive 
package. What are we worrying about?" 


Mr. Biddell: Then I really didn't do a good job with you 
ands your). associates tiniecaucus, I didn't realize I left that 
impression, because the urgency has always been to deliver to tne 
buyer what he really wants. The only thing he is interested in is 
the trust and estates business. I never proposed that he take the 
soft assetS and try to worry about tnose. No one would be 
interested in that. The registrar hasS a job to do with respect to 
those and he is going to do it. 


Mr. Roy: Just to follow up on Mr. Renwick's question, 
when he asked the minister about the possibility of setting up a 
company, your comment was on the government going into the trust 
business, but I thought wnat could be considered was hNnaving some 
sort of trustee look after the situation on a Short-term basis to 
allow matters to cool off and to take control. YOu answerea that 
no, that was not considered. 


Did you not consider it because you felt you had a petter 
Chance of convincing the public and those investors to not pull 
their money out if you had a puyer with a reputation out there, 
rather than naving the government operate the process? 


Of. Sie rodel | sre harreins Gexactlyeetraes © Tne: (other factor is 
that many of the private sector companies in the trust and estates 
type of puSiness--the corporate trust, the transfer agency and so 
forth--don't want to deal with a government-controlled company. 
Had the minister seriously considered the government running this 
trust company, I fear that many of those very valuable agencies 
would nave been lost. 


Mra* Renwick." With "crown: OTrust.- ‘gradually “{going. out of 
business, what consideration has the government given to the 
protection of Crown's employees? What are the severance 
arrangements going to be for those who have to be severed, and all 
of those arrangements? Unless I am wrong, I don't think you can 
guarantee that everyone will be offered employment. 


Mr. Biddell: Mr. Renwick, as I said earlier, I have been 
rather neavily involved in the process of trying to find someone 
who would take over tnis kind of thing. At the ena of last week, 
Mr. Shuve, acting as the chief executive officer of Crown Trust, 
asked me if I would come along witn Mr. Tnompson to talk to nis 
senior staff. We met with about 20 of tnem and they were greatly 
concerned about wnat was going to nappen, not only to the company 
but to their jobs and those of the staff working unaer them. Mr. 
Thompson and I went out of our way and fairly reassurea those 
people that that wasn't going to Nappen. 


I do pelieve tnat if tne people who are--if I may aescribe 
it--in the running to take over this company, are given an 
opportunity to take over this work-out, and then in the process 
acguire the trust and estates business, that the great majority of 
the Crown Trust employees will nave employment in tne future. 
Their pension rights will be respected and there won't be any real 
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concern about their severance arrangements whatsoever. I told them 
that because I fully believe it. 


Mr. Cunningham: Are tnose people preferred shareholders? 
Mr. Biddell: No, these are the employees. 
Mr. Cunningham: Are any of them preferred snareholders? 


MrincgBidadelL: iY sdonktitew Knows Ledoubes oS taaer SGhoutdn “el caved 
doubtowdt , Tiesustikadon eieknow. 


Mr. Renwick: We have often had occasion in statutes 
nere--I tnink we have one before uS now, the Municipality of 
Metropolitan Toronto Act, where Exhibition Place is going to be 
set up. There iS provision in the statute that Exhibition Place 
"must offer." That has often been in our statutes. 


Is there any possibility, Mr. Minister, of putting into the 
Statute provisions some protection for the employees on this 
transfer of .the business? If, .the «concept is, that the eligible 
business will be transferred to someone on an agency-cum-owner 
basis over a period of time, is there any way in which the statute 
can give some aSSurance that they will be offered employment py 
the acceptable purchaser? 


Hon. oMreecbligiesmI a dont. Know, nowhmyoudwould Ty pul othatiein Va 
statute. 


Mr. Renwick: We do, as you may Know. 
Hon. Mr. Elgie: Where did we do tnat? 


Mr. Renwick: We did it in Hydro and we nave done it ina 
number of organizations where there has been a Statutory transfer. 


LOs20 Bim. 


Mron Biddelbivyinat, aise provided ti ory 1 nghine BOntarso el abour 
standards. Anyone who takes over a going concern will be subject 
to tnat, put notwithstanding that, and recognizing that as being 
the case, we put out the conditions to which any prospective group 
coming, |2hato mhakewthiss. thing son AwOuULdADe, bound. euTnat. was. ones OF 
the very major conditions that was put out in a proposal to them. 


Mr. Renwick... sa. M2Y..fave #overlookedsr tt, 70ut. Maatdo Eno: 
think I Saw it in Mr. Richardson's letter-- 


MiwmsBLGGel] si pvess welled. wei Dke aG a Was. AST ah oh Kah Go Y= NS, 
drafted that in the-- 


Mr. Macdonald: Item 2 o£ schedule A. 


Hon. oMr.m ElgitescmcGonfiimmr that iyour*conpanvs would. .use,.its 
best eftforts to employ as many employees as practical consistent 
with the efficient operation of Crown buSiness and outline the 


manner in which any cost of termination of employees is to be 
handled." 


a 


MY eReHwacn: a. Lecail "reading “that. \@rndt tis’ meldittile 
short of -a°positive "best efforts" clause.° It is snort of tnat. 


Mr. Biddell: In evaluating tne proposals tnat were 
Supmitted, that factor was very much up front. 


Mr.’ Swart: “in carving off the soft assets which would «be 
liguidated in a period of time, what percentage of the employees 
of Crown Trust would be involved in that area? Can you get-- 


Mr. Biddell: None. We count on the employees as a group 
going with the business and assets to the work-out Situation. We 
expect them to become an integral part of continuing to run the 
business for the new owner. 


Mr. Swart: Would there not be numbers now of those 
employees who would be involved in administering tnese soft assets? 


Mr. Biddell: Not at all. The soft assets are just half a 
dozen loan situations; the two pig ones and a few relatively small 
loans. Tnose loans are made. Tne problem now is to try and get tne 
money back. None of the current employees is involved in that. The 
Situation sis rbeyond their control now. 


Mr. Swart: There would be some bookkeeping involved, but 
I accept wnat you are Saying that it would be minimal. 


Mr. Biddell: Minimal. 


Mr. Conway: J take it that for all intents and purposes, 
a lot of the storefront component would cease. Am I rignt? 


Mr. Biddell: The custodian component? 
Hon Mr Sb. overko ner prancihn oboice?: 
Mr. Conway: yes. 


Mr. Biddell: Oh, no. This company has _ brancn offices 
right across the country from Quebec to the west. I expect that 
NOSE; HL. NOt. att ot Chose, (will concinue in place, 


Mr. Conway: I take it that part of your judgement, in 
looking at the bids, is to see that some of those otfices are not 
in competition in given communities with some of the bidders. 


Mr. Biddell: That is right. Tne bidders took tnat into 
account. 


Mr. Conway: The reason I raised the question 1S because 
of the healtny degree of scepticism around that there 1s just no 
bloody way that wnoever takes over the Crown Trust Co. 1S going to 
be able to protect anything like a majority of the positions. 
Clearly that is not something we want to believe and we are very 
neartened to hear what you say. 


I just wanted to underscore tne importance to all the 
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members here that every effort pe made to ensure to the greatest 
degree possible the employment-- 


Hon..iMrys ElqgiecoThat tisya veryiinpoctant sel ement=- 


Mr. Biddell: It would be, at the very best, unkind, and 
at the very worst, traudulent for me to have said to tne employees 
what I said last week if I nad real concerns that the majority of 
tneir jobs were going to disappear. 


Mr. Conway: I waS not aware on Friday tnat you haa given 
that undertaking-- 


Mr. Bidaell: It .was not an unaertaking. ity was a 
confidence expressed by me based on what I know of what the 
bidders involved intend. 


Mr. Conway: I appreciate that Clariticac. on. ee is 
something we are going to watch very carefully. It 1S a very 
important matter. 


Mr... ChairmanscMré° GRenwicks, .thereuuis va LittherrbivtCor-otark 
here about how soon we can possibly get started on clause by 
clause. 


Mr. Renwick: I would think tomorrow. 


Mr. Chairman: Can we finish up the non clause by clause 
tonight? 


Mr. Renwick:s; As |farenaSiviw amaaconcerned; isk asneven" t., got 
very much more to ask. I am just trying to clarify some things in 
my Own mind. This will be repetitious because Mr. Biddell did go 
over it earlier. I want to understand what will happen to the 
company now called Crown Trust Co. wnen the registrar enters into 
this agency-cum-sale agreement. That part of it iS on the way 
toward accomplishing the purposes of the government. Crown Trust 
is left Gwien "the registrar Stsi2 in concrotscor ele. 


Then we went from the registrar to CDIC to a liguidator to 
the ultimate protection, wnatever it may be, of the preferred 
Shareholders, and then, presumably, to the common shareholders, 
with the name changed to something else if they want to carry it 
on.’ Cane \yougo-sover.éthat vwal,vittiet more icarnctubivgetor ome 7egine 
remnants of the third mortgages are involved in that. I do not 
understand ‘that part) Oat oily think icthemgothers part JOL gat mac 
relatively simple. I do not understand the working out of the 
residual part of Crown Trust. 


Mr. Bidaell: The soft assets--tnose are the ones listed 
On «thes.top Of page ct 0on, Your reporr.,. 


Mr. Renwick: The ones that are ineligible? 


Mrai.c (Biddeld: |\Yesi.« They etotatent 132... 2agemilhion ecaeiecace 
value | andw?they siw1liisebe: jidefbhl inrecrownseilteust. 660. mvenvtning 
else--all the otner assetsS--are under the control of the registrar 
and hey will continue his efforts to. try to realize yon those sore 
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assets. Tne group that takeS over tne rest of the business will 
not pe involved in that exercise. 


Tnere will be funds coming back to Crown Trust Co. Tnere 
will be some funds flowing pack from the group that takes over, as 
they work out tnose assets. We are not certain how much there will 
be, but we hope there will be something. To that will be added 
whatever the registrar manages to eke out of the soft assets. Tne 
total amount realized will then be used to pay off CDIC, because 
it will have a substantial claim against the soft assets. If there 
is” enough ~to ~'pay’ "them “off,” rt will’ ’gqo°* to “the \ ‘preferred 
sharenolders. 


Be Co Cle mechanics, Crown TEUSE "Co. WeLe cConcImue: to exist. 
Its name may well be changed, because the company taking over will 
probably want tne Crown Trust name, but the corporation will exist 
there under the control of the registrar. It may be, at some 
stage, that the registrar will elect to step out and nave Crown 
Trust put into liguidation and appoint a liquidator in his stead, 
to continue to work out tne soft assets. Whether and now soon tnat 
will happen, we cannot say at this stage. 


When the liguidation is all througn, if tne sott assets have 
all been realized, CDIC nas been paid out, and the preferred 
Snarenolders have been paid out, tnen whatever is left would go 
back to the common snareholders, but only after those wno rank 
anead of tnem have peen completely taken care of. 

Mr. Macdonald: Then they would no longer have a licence. 


Mr. Renwick: Tney will not have a licence the day they 
enter into the agreement, presumably. 


Mr. Macdonald: I think it is important to remember that 
as long as the registrar nas the arrangement that involves an 
agency, but when that terminates-- 

Mr. Renwick: Is tnat evolution going to take a long time? 

Mr. Macdonald: It's not predictable, precisely. 

Mr. Renwick: The proceedings under the third mortgage 
now held by the registrar are going to commence almost 
immediately-- 


Mr. Macdonald: One would expect so. 


Mr. Renwick: --to take whatever remedies are available 
in a very complex situation? 


Mr. Macdonald: That is correct. 


Mr. Renwick: My last guestion to the minister: when are 
we going to near something about Greymac and Seaway? 


Hon. Mr. Elgie: We are still anxiously pressing for and 
awaiting tnose reports and the moment we get tnem, aigest them, 
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and make decisions, I will report to the House. We really do not 
have them yet. 


Mr. Renwick: Have you any idea when? There must be a 
number Of depositors with those companies out there who are nearly 
beside themselves, let alone the employees of those companies. 


Mr. Macdonald: Ia acana ted. VOUsac Mr. tp ReDWick pagtoa ty Our 
firm has been asked to recommend a course of action to the 
minister in conjunction with Mr. Biddell, and I have to tell you, 
guite frankly, up until now we have been talking about soft assets. 


We feel we are still operating on somewnat soft information 
and we do not propose to move torward until we nave a sufficient 
measure of confidence in the intormation. When we do move we want 
to nave aS comprehensive a report as possible. 


We do not like the length of time it has taken or the 
uncertainty, at sall,wibut wwe ifeeln thatywesare Still tbetter atovyusay 
nothing until we can say everything, Instead OL | faving” 7a 
dribs-and-drabs situation in which we might have to retreat from 
things we had said. 


Mr. Chairman: Tha tik wel Ou. Is tnere any understanding 
about clause by clause? Some people may not be available tomorrow. 


HON. Mr. Elgle:;:. I. Gwould. appreciate it it (we, Could  sectile 
that, because there are some people who have some things they 
would PIike. EO et... into. ~Dt..lS;) My, sunderStand Inge thatimwes are 
starting clause by clause immediately. 


Mr. Conway: It iS our intention to come here tomorrow. 
We have tabled our amendments. We can even supply for the members 
of the New Democratic Party and tne members of the Conservative 
Party some background notes that will expedite the discussion. We 
will be happy to begin that process-- 


Mr. Macdonald: I thought you were going to supply 
amendments. That iS why I smiied. 


MrwnaConwayicedl: (am, sorrypyino.12 can assure —your-wershaveedca 
hard enougn time with our own. We, aS a caucus, are quite prepared 
to come early tomorrow and to begin immediately to deal with the 
thing. 


Mr. Renwick: After routine proceedings tomorrow. 

Interjection: IS that agreeable to you too? 

Mr. Roy: Then what, do we sit tomorrow night? 

Mr. Chairman: I understand that authority —-was--gqoirng to 
be given by the House to meet tomorrow afternoon following routine 
proceedings and tomorrow evening, ee necessary. LS 1s my 
understanding that was going to be done and I nave to assume it 


nas been done. 


The committee .adjourned.at 10:33 p.m. 
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CROWN TRUST COMPANY ACT 
(concluded) 


Resuming consideration of Bill 215, An Act respecting Crown 
Trust Company. 


Mr. Chairman: A quorum is in place. I believe when we 
ended up last night, we were going to commence clause by clause. 
The Progressive Conservative and Liberal amendments were 
previously tabled, if I may say, and there is one at hand that nas 
just come in from Mr. Renwick, a new section 4a. You might put 
that in order. * 


I have no amendments in front of me until section 3. Are 
there any amendments to sections 1 and 2? 


Sections 1 and 2, inclusive, agreed to. 
On section 3: 


ii. Uaway > Mry 2Chairnan, "1f" 1 COuLO, £m. going “to “bea 
the indulgence of the committee. We nave a number of amendments on 
section 3 and I think everyone has a package of those amendments. 
There is a technical problem here with dealing with these in 
Order. I would like to, if I could, deal with the third amendment 
ELE Et: 


NavmeChaetiman. That. .1s the ~one-” that “starts > out “with 
(aia) weand.. (1)4b) (for, distinguishing purposes. You are moving 
that, Mr. Conway? 


Mr. Conway: Yes, I would, Sir. 


Mr. Revell: Sorry to interrupt. There is a typographical 
error. A revised draft of this was sent down to the Liberal 
research office. I don't know whether Mr. Conway received it. In 
the fourth line where it says subsection (3), that should be 
(1) (b). 


Mr. . Chairman: Mr. Conway moves that section” 3 o£ the 
bill be amended by adding thereto the following subsections: 


(l1)(a) The registrar shall not, in the exercise of the 
powers conferred by clause (1)(b), abridge in any way without the 
authorization of the Supreme Court obtained under subsection 
(1) (b) the rights to whicn the snarenolders of Crown Trust Co. may 
be entitled under the Loan and Trust Corporations Act or otherwise. 


8 gay The Supreme Court may by order authorize the 
registrar to abridge, in the exercise of tne powers conferred by 
Clause (1)(bp), the rignts to which the shareholders of Crown Trust 
Co. may be entitled under the Loan and Trust Corporations Act or 
otnerwise if the registrar satisfies the court, upon summary 
application, -that “ithe, wexercise (of (the “powers ~is: necessary — co 
Eurther purpose of! this act. 


(1) (c) A Shareholder of Crown Trust Co. may take any action 
that is, 


(i) necessary and incidental to the preservation of his or 
her rights as a shareholder; or 


(ii) “permitteds by; sections 'i35 -towi4sr of the Loan@and=-Trusc 
Corporations Act. 


Mr. Chairman: Would you carry on and explain, Mr. Conway? 


Mr. Conway: My colleagues and I are, in this respect, 
proposing to limit to some degree the extraordinary powers that 
this section of this act affords the registrar. 


It has been commented upon on a number of occasions by my 
colleagues--I'm thinking particularly of the interventions made 
during the second reading debate by the members for Kitchener (Mr. 
Breithaupt) and Ottawa East (Mr. Roy), tO name two--that we are 
concerned that the powers of the registrar as set out in this 
section of this legislation, and reinforced elsewhere, are quite 
exceptional. 


Tney do not have any control, any limiting consideration. We 
would move in this respect with this section to allow the Supreme 
Court to authorize the registrar on his summary application to the 
court to abriage the shnareholders' rights. In other words, there 
will be a referral to the Supreme Court to counterbalance the 
powers that are vested in the registrar. 


We feel that by going this route we can provide some 
protection®™ to the Shareholders. We place upon the jreqistrar an 
onus, af pOSltive responsibility. to j7uStity LO. tie  CoulLl eis 
abridgement of the property rignts of the affected shareholders. 


We want, as well, in this section to allow the shareholder 
to be able to take such court action in order to preserve the 
shareholder. rights..as set .out, in, sections 134 to-145-o0b—thes Loan 
and Trust Corporations Act. 


As we have indicated before, it is an opportunity to provide 
some court review of the very exceptional powers with respect to 
property rights of many individuals in respect of this particular 
bill.» Weawant, tO, 4SUDMLEGthisS. tO -you,wSir, and. to (thes miniscer and 
the government members as a reasonable step to build in some due 
process into this legislation. I know my colleagues, the legal 
members for Yorkview (Mr. Spensieri) and Ottawa East (Mr. Roy), 
have some additional comments they would like to make. 


3240) DsMe 


Mr. Roy: The proposal made by my colleague from Renfrew 
North (Mr. Conway) iS going to be a continuing theme of the 
approach of my colleagues and I on this legislation. I will just 
put the matters into contex because, as my colleague from Renfew 
North has pointed out, there are a number of other amendments. We 
hope to introduce what the Americans call due process and we call 
the rule of law into this legislation. 


Let's put things into context here. We nave legislation 
which many of us who have been around this place for some time 
have never guite seen before. These are extraordinary 
Circumstances which require extraordinary measures. We understand 
that. We understand as well--and that's why we've been as 
co-operative aS we have over the last number of months--that 
expediency and urgency are important issues in this whole process. 


When we look at the whole context of tnis case, we have a 
Situation where the minister and his advisers and so on have felt 
that confiscation of this property involving this particular trust 
company ewaseessential.. That's what, it .is.. Let's ,.call it what, 10 
lSeplotsn eee Dostcally the. takeover, .the.»-confiscation,.of «this 
particular property witnout any form of compensation. 


The minister has provided evidence, and there appears to be 
evidence to Support this approach. However, the process works in 
this way: the government in all the circumstances involved takes 
over the property of an individual or individuals in this 
province. Then there is a process whereby--we have been told what 
the evidence is--the property iS going to be parcelled. There are 
going to be what are called hard assets and soft assets to be 
divided up. They hope, as I understand the process, tnat a buyer 
is going to be found for what are called the hard assets, and the 
owners and Shareholders are going to be left with the soft assets. 


That whole process, the process of confiscation, parcelling 
this thing, is in a sense guite radical. You have to understand 
these are guite widesweeping powers that we are giving to the 
registrar in this legislation. 


Over and above this, the government and those proposing this 
legislation are, in fact, eliminating the rule of law in the whole 
process. As I understand it, if we take the bill as you have 
proposed it, you are saying basically tnat we have the right to 
confiscate your property. We then, after the property is 
confiscated, nave a right to parcel it off, let you keep what we 
decide you should keep, sell off what we decide should be sold off 
and you nave - no recourse. You not only don't have any 
compensation, but there iS no recourse by the owners and 
Shareholders or by anybody else under tnis legislation. 


With the amendments, and I have looked at the amendments 
briefly suggested by the minister, the only way anything is going 
to get reviewed is if there is some challenge to the good faith or 
to the propriety of the actions of the registrar at a particular 
level. Subsection 10(2) makes a provision that one can't review 
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anything else. Tnis particular section, section 3, again gives 
widesweeping powers to the registrar to go ahead and do a variety 
of things in spite of the existing legislation. 


The continuing theme of what we are going to be doing and 
proposing basically in these amendments is tnat we would feel a 
lot better about this very widesweeping legislation if the rule of 
law existed in the process, if there waS a process whereby 
somebody who wants an accounting of what has taken place here 
existed would be able to get it. Under tne existing legislation, 
you cannot even get an accounting, never mind challenge a sale, a 
transfer or anything else. 


I and my colleagues are saying that we would feel a lot 
better about the process--It's bad enough that we are going along 
with a very radical process, but worst of all is that there is no 
way to review or challenge any of these actions by anyone. What 
we're Saying basically--and we are starting with section 3--is if 
the registrar is going to do this and that, why doesn't he apply 
to the Supreme Court in a summary fashion and get the approval of 
the court? What are we afraid of? Why are we afraid of the court 
Or due process or the rule of law to scrutinize wnat has taken 
place in this case? 


That is what we are starting with in section 3 and that is 
the purpose of this particular amendment. We will have other 
amendments which are opviously down the road and, it 1S nhnoped, 
will be accepted by the government because many of us will sleep a 
lot better knowing this, not tnat we don't nave confidence in the 
Minister and his officials and so on. 


Hon. Mr. Elgie: I snall make a note of it. 


Mr. Roy: You had better. You are honourable people 
acting in good faith. You are saying that you are doing-- 


Interjections. 
Mr. Swart: I cannot get my feet off the floor. 
Interjection: That is a bit much. 


Mien ROY: Youu haversthe gisat ist acta on? For laknowingeethatuse: am 
not talking about you, Mel, so don't worry about it. 


I am saying to the minister that if you're acting in good 
faith and you are not afraid of the actions you nave taken, why is 
it that you avoid the rule of law and court Scrutiny for these 
widesweeping powers? The only answer I have ever had from the 
minister, ouis)ssthate hevyiwantsi) clear title se roreutnat reason ae 
understand why he does not want the Bulk Sales Act to apply. All 
this other legislation, however, I frankly do not understand. 


Thisesg ispothep fircstegamendment beins ten, continuing masenzes Giot 
amendments which, it is hoped, will bring the rule of law into 
this process. Some of us at least thought we were in a democratic 
society, whereby we respected democratic freedoms and liberties. 
Itvewas ,not.too, dong, ago,, only..a year.ago,.~. that.we.accepted_a 
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cnarter. I Know that property rightS are not in the charter. 
Nevertheless, I think, given the spirit in which we generally 
Operate in this province, I see no justification why, in this 
amendment, the registrar should not be obliged to go and justify 
his actions before the Supreme Court of Ontario. 


Mr. Spensieri: I am certain that the minister and his 
advisers will counter that this particular amendment will allow a 
most undeserving group of people, the common shareholders, to get 
their foot in the door and to provide some procedural roadblocks 
to what will be the legitimate acts or actions of the registrar 
carried out in furtherance of this act. 


ASCH inke that. se. aiorisk. we gmust be cprepadred)y to: face. 
Presumably, when the registrar makes nis summary application, a 
notice will go out to all classes of shareholders, the common, the 
class A and the class B preferred. Rosenberg and associates will, 
of course, get notice of the summary application too. It's also 
quite conceivable that tney may have some styling tactics up their 
Sleeve or they may seek clarification without an altogetner 
nonourable intent. 


At the same time, when we talk about sSnareholders, we must 
remember those $20 million injected by those unsuspecting souls 
that Mr. Wallis King so vividly described yesterday. These are 
individuals who, in the normal course, and even in the best of 
times when affairs are being run in a buSiness aS uSual fashion, 
will have little or no notice of administrative or substantive 
decisions being taken by the so-called management team. 


It seems to me that, when we are dealing with an exceptional 
set of circumstanceS--not as business as uSual, but break-up in 
the most administrative and summary fasnion--this preferred class 
of shareholders ought, at least, not only to receive notice but 
also to be present and make representations and perhaps 
scrutinize, in a very legitimate and very self-interested as well 
as public-interest way, the administrative steps that are being 
taken by the registrar in furtherance of the take-out, as Mr. 
Biddell typifies the transaction. 


3:50 p.m. 


It seems to me that, at the very least, we ought to provide 
this notice and procedural safeguard reguirement and opportunity 
for intervention py the shareholders so tnat most of the time no 
steps will be taken, at least without their Knowledge and informed 
consent, in a way whicn is consistent witn tne requirement. It is, 
I think, Supreme in our law, that no one gets deprived of anything 
until he at least has had notice and a chance to participate in 
the proceedings. 


For that reason I would urge that this very important 
procedural safeguard be built into this legislation so that it at 
least mitigates some of tne contfiscatory aspects. 


Hon. Mr. Blgie: May I just ‘say’ a Ttew words that my 
colleagues may wisn to ada to. Let me say first off tnat I look 
on this, and so does the government, in the manner of a serious 
problem facing us, to wnich we are endeavouring to find the 
solution. 


There is in existence in present legislation a quite 
legitimate route to winding up that allows tne liguidation of the 
assets. Tne result of that, as you have neard, would be losses to 
the depositors, loss of jobs, increased payout by CDIC, and 
nothing at all and no possibility of anything for sSnareholders. It 
is all guite legitimate and all quite in place. 


Our attempt has been to try to find an alternative route 
wnich gave depositors security, which reduced the losses to be 
paid by CDIC, which ensured continuing employment and, above all, 
which gave the preferred shareholders the only option and the only 
Opportunity they have to recover anything. 


I don't say this in any cynical way, but when I hear talk of 
the rule of the law, Surely that means one musSt do things by a 
lawful process. This act in itself creates the legal basis and 
Satisfies the rule of law. I have not heard anyone stand up and 
disagree in any serious way to date with the Attorney General's 
view that we are acting within constitutional rights. Indeed, 
others who are said to be Knowledgeable in constitutional law have 
Saldijethe «same ething, rSoe Ibi sayw tod yourtthate anmeacteaortearne 
Legislature, properly passed, cannot offend the rule of law, is in 
keeping with the democratic process and is Subject to review by 
the electorate at some future stage of the game. 


Tnat doesn't mean tnat all of us wouldn't rather nave other 
options, but the government is faced with the reality of certain 
conditions that must be met if we are to achieve the goals we set 
out to achieve. Those conditions, you all recall, are that there 
is a reguirement for a significant infusion of working capital by 
CDIC. / There; lS Mther needa siorgan wasscuLlance., sOl “the —Uranster. oF 
title--perhaps initially on a management pasis and later on a more 
permanent basis--which is not contestable and which cannot be the 
Subject of contest. In the absence of that, there is no protection 
for the depositor other than the other option, the one which 
causes a loss. 


So I Say to you that this amendment you are proposing goes 
to the very heart of the transaction. It will*tesult” in novgreacer 
security: for depositors. For .thaticreason, on my behalf, and my 
colleagues can speak for themselves, I cannot Support this 
amendment. 


Mr. Swart: I have to say that I am somewhat confused by 
the amendment we have before us. In this party we oppose the 
legislation for the reasons given in second reading in tne 
Legislature, and we have not changed our mind in regard to that. 


It would seem that this amendment we have before us would be 
as» effective’ ins Kkblling: theis legislation saci actuablyisrto : vote 
against it. In fact, it Seems to me tremendously impractical. If 
there 1S a need for urgency in this whole matter, this amendment 
would just bog it down to the point where you couldn't move, and 
it could be months and years before you could actually deal witn 
Crown Trust and with the assets of Crown Trust. 
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I looked up the sections 135 and 145 of the Loan and Trust 
Corporations Act, and I believe they aeal largely witn the 
disposal or the sale of the shares. To go through tne courts would 
seem as, I have already saia, to bog things down. I do not think 
we can nave it both ways. 


We were opposed to tne legislation in general and we voted 
against it. If I vote for this amendment, I think I am just making 
this move completely impractical. It would be putting the 
government--I Bons mind putting them in an invidious 
position--but it would just nullify the whole purpose of what the 
government is trying to do. Quite frankly, I would rather vote 
against the Dbill..for ali the,.reasons Io have said. than try. to 
insert into the bill the kind of proposals whicn are impractical. 
If we neea the legislation that is before us at all--there are 
arguments pro and con with what haS gone on in the past and what 
may result from it--then I don't think we can pass this amendment. 


Me Roy: Ties unfortunate thatiheMr. Swart does not 
understandad the amendment. The amendment in no way is intended to 
delay the process. I am sure that some of these summary 
applications--and they go on every day before the Supreme 
Court--as my colleague Mr. Spensieri has mentioned are very 
expeditious, and I am very surprised that my colleague Mr. Swart, 
does not understand. 


It's one thing to oppose legislation and anotner to realize 
that the government can pass that legislation with their majority. 
However, even though you oppose legislation, there iS such a 
process aS making it better. I nave seen bill after bill that has 
been opposed py tne NDP to which they nave subsequently brought 
forward amendments to try to make the legislation better. 


Your. function “here as ans opposition party would. be 
meaningless if all we were asked to do was vote in favour or 
against and never propose amendments. In fact, this afternoon, you 
have contradicted your actions and what you were saying on a 
regular basis. 


I want to say tnis to the minister about the rule of law in 
the constitution and so on. There seems to be some suggestion on 
then cact of ithis«minister .that..if , legislation) )isi~ passed inva 
Gemocratic fashion in tnis assembly tnen it is all right. Let me 
give you an example. If you decided tomorrow to increase the sales 
tax by 25 per cent you have the power to do it. It is legal and 
you have the majority to ram it through, but tnat doesn't mean to 
say that it is fair or just towards the citizens of Ontario. That 
is what we are trying to say to you in this. 


The fact that the Attorney General of Ontario has stood up 
and said he is satisfied that it is not against the constitution 
isJjenot,tinfallability.«sInfallibibity {is Limited..ta very few 
individuals in tnis world, and the Attorney General has proven 
through past experience that ne, unfortunately, 1S not one of them. 


The last time the Attorney General (Mr. McMurtry) and many 
of us had a disagreement we went before the Supreme Court of 
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Canada on wage and price controls in 1976 or 1977, I think it was, 
and the poor Attorney General ended up on the losing side. I just 
point out that I take with some measure of prudence advice from 
the Attorney General. 


Ax pp ems 
Hon. Mr. Elgie: No remedy appeared in tne Constitution -- 


Mray CROYeon 7 Dust’ sayyrtoy your simp lyomiestcurct Ue recat sCuCre 
is a baSlic weakness in our Constitution involving property rights, 
but..I «stillessay -topivyou “that = themprinciupversrs wcnler Woo Slaverman 
unusual Situation requiring unusual measures and draconian 
legislation, and why you would proceed, in the light of all this, 
to ‘avoid J atl eiscrutiny .byoythetomite wore tay” wine Cicwmcourtsce 24 
something I do not guite understand. 


Anyway, I would suggest to my colleagues that this is an 
important (principles that wey should tnotritakerroutiotrenis Corll gana 
that you accept our amendment. 


Mry Brandt: Mr. “Chairman,;evl* am goingento*have Mat Question 
but I have some adiftaculty with the Liberal amendment, 
particularly in the light of the tnird paragraph of the letter we 
have from Canada Deposit InSurance Corp., where they make it very 
Clear that they require certain things of the province to act and 
to actyrein canssexpeditious™= Eashion,usi beiwein areratosemrotectarine 
depositors, anda” valso.. the “normal *trade’ “creditors in this swhole 
transaction. 


In my view, unless I am mistaken, tne way I am reading tne 
amendment that is being proposed, there are those potential delays 
that were alluded to by Mr. Swart in nis comments earlier, and any 
of those potential delays in my view woulda simply weaken tne 
position of Crown Trust tnrough the passage of time and therefore 
dilute the asset base and the liguidity of the company to the 
point where the very people your amendment proposes to assist 
would, Pi Lact, be doing exactly the opposite. Trt would 
deteriorate their position to a very real extent. 


The word "draconian" has been used freguently by my 
colleague and” by “others? in etne House ye in inérerringes to this 
legislation. I Suppose in the sense that it is unique and unusual 
and perhaps unprecedented legislation for this Legislature, I 
would agree with that, but it is draconian only in the sense that 
it is the sort of thing that tne Liberal Party probably would nave 
recommended strongly that we do in other circumstances that have 
come up in the past. 


I am thinking of Re-Mor, Astra and other circumstances where 
a Situation developed where perhaps the depositors could have been 
protected in the fashion that is being proposed here. I think the 
minister has made a good case for why we have to move very quickly 
on this and, as well, that the best interests of those people tnat 
you are attempting to protect with your ‘amendment “are, in fact, 
protected with Bill 215 in the government legislation. 


Mr. Eves: I would agree with the comments or sentiments 
echoed py my colleague, Mr. Brandt. I think we have to understand 
that tne primary or underlying principle here in this legislation 
is to enaple the government to deal with the assets of Crown Trust 
by a relatively expeditious metnod. I think that any potential 
Challenges through tne court system could have the effect of 
destroying the sale. I agree with my friend Mr. Swart on that. 


I just ask you to be practical. What prudent buyer would 
purchase tne assets of Crown under those set of circumstances 
where the title to the assets could be called into question? 
While delay may not be the purpose nor the intent of the 
amendment, and I am Sure it is not, that is in all probability 
what the effect of tne amendment would be. 


Mr... Renwick: I find..it ,. difficult to be persuaded to 
Support the amendment. It seems to me that the conceptions which 
are contained in the amendment are so contrary to the purposes of 
the bill that it shows to my mind a considerable, well-meaning put 
innate confusion in the mind of the member for Renfrew North (Mr. 
Conway) who proposed the bill. 


Mirvanm CONWAYicienl = want jeto / just “correct. the,...record,., Mr, 
ChatrmanyaBells 215eis not. my proposition. 


Mr. Renwick: Tne amendment to the bill proposed by the 
member for Renfrew North. 


iach keathe starting. point )ls. that athe registrar -is iin 
possession and control of the assets by action of the government 
under the amendment which was passea by the assembly in December. 
Whether ~onewmLikes Pitilor Wwaoesnit -Llike ity? it ,is, at .least<in my 
judgement, not attackable on those grounds. TO my Knowledge, it 
has not yet been attacked on the grounds of the constitutionality 
of the amendment we passed in December under wnich the registrar 
is in possession and control. 


Tne first point of confusion in the amendment, to my mind, 
is the reference that a shareholder of Crown Trust Co. may take 
any action that is permitted by sections 135 to 145 of the Loan 
and’ Trust Corporations Act, and, of course, that deals with the 
question of voluntary amalgamation by two companies in accordance 
with well-drafted amendments, ultimately reguiring the approval of 
the Lieutenant Governor in Council. 


To indicate now that a shareholder in a totally different 
Situation would be able to state tnat this transaction could not 
go through unless there was a condition precedent of a 
Snareholders' meeting in each of the two companies would seem to 
me to be not the transaction we are talking about. We are not 
talking about an amalgamation in any sense at all. In fact, what 
we are talking about is a specific sale of assetS and no 
amalgamation of the two companies. So I find it difficult to 
accept that particular provision of the amendment. 
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With respect to the phrase "necessary and incidental to tne 
preservation of his or her rights as a shnarenolder," I think any 
Shareholder of Crown Trust may take today any action that is 
necessary and incidental to the preservation of nis or ner rights 
as a Shareholder in the court, and the court then would have to 
look at the bill to determine the extent ana degree to which we 
have abridged those rights. 


The extent and degree to which we have abridged those rights 
is to vest in the registrar, under the amendment which we passed 
last fall, tail“of (the wignts stop tthetsharehortders se edd “= eloink 
that one can attack the bill before uS because it makes that 
provision. You can't, on the one hand, then say that the registrar 
is vested with those rights under Bill 215, which specifically so 
provides in section 3 of the bill: "Tne registrar has the sole and 
exclusive right to exercise all powers and authority of Crown 
Trust Co. and its officers, directors and shareholders; and no 
officer, director or shareholder of Crown Trust Co. may exercise 
any power or authority in that capacity." 


Tf this bill is passed, it seems to me to be impossible to 
Say that a sSharenolder, going to the court, would be in a position 
to subject the court with making the decision that we have to 
make. In a funny sense it would be an abdication to the court, and 
the hazy and confusing direction to the court seems to me to be 
one which asks the court to pass upon the merit, or otherwise, 
social, political and economic, of tne course which we are taking, 
and the court would be extremely loath to exercise that kind of 
power. 


I Know it would be nice, I assume, for tne government and 
for any member of the assembly who wishes to support this bill to 
be, able to abdicate that way, and say: “It is “not “really our 
problem. If the shareholders are going to be affected in their 
rignts in favour of the creditors, we will leave that up to the 
court because we don't have the political courage to face the 
question." That appears to me to be inherent in the amendment 
which is before us. I would find that an extremely difficult 
proposition. 


4:10 p.my 


I Suppose what we are really being asked to say is, "Snall 
we give the court tne power to say to the registrar, ‘you must 
satisfy us, the court, on summary application that what you are 
doing is necessary to further tne purposes of this act.'" 


It 1S not that that ‘power is being excluded, “because I 
welcome the amenament which has been tabled--I believe an 
amendment proposed by the minister--wnicn will clearly indicate 
that if the registrar acts in any way outside the scope of the 
powers which are given to him, or acts in any way in baa faith, or 
does not act aS a reasonable person in the circumstances would 
act, then it would be possible for an application to be taken in 
the court. 
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I assume that if an allegation were made in a proper sense 
when .that, provision is .inserted in the act, if there is any 
appearance of impropriety or illegality or bad faith on the part 
of tne registrar, then tne moment the agreement is Signea, I 
assume that an injunction could be obtained until such time as a 
decision could be made on such an application. 


I think that is a much more clear and direct way to deal 
with the guestion of snarenolders' rignts than to substitute the 
court for the Kind of difficult decision which has to be made. I, 
therefore, find that 1f£ one accepts the general framework of the 
bill, then this amendment, to my mind, appears to be both 
ill-advised and confusing and, while well-intentioned undoubtedly, 
it is an endeavour to shift responsibility which ultimately rests 
with the government and with the majority support of the 
government in the assembly. 


Miss S8tandtsy Ty have uaa  Dridefiaguestionoy 1 had. . intended 
asking earlier, Mr. Chairman. 


In connection with the proposed amendment, and recognizing 
the position of the CDIC, I wonder if the minister could comment 
aS to whether or not this amendment would place in jeopardy tne 
proposal of CDE and their potential involvement in the 
safeguarding of the investors. 


HonsisMri) Elgie: Yes. 


Mr. Brandt: That was essentially what I wanted to find 
out. I think that throws a very direct and a very specific light 
on this thing, that you can't have it both ways; your favourite 
colour. ijcannot be plaid in this particular, .-instance. You have to 
Make some nard choices. I think the hard choice 1S whether you 
At Gee tie Lack... .<J01nd .tO. peotect, the investors or nots t—tnhink in 
this instance tne legislation proposed does exactly that. 


Mr. Conway: I just want to say, Mr. Chairman, those hard 
choices were revealed to some degree in the vote on second 
reading. I think that indicated the difference of opinion that is 
extant in tnis building with respect to the various sides of this 
particular issue. 


I waS particularly interested to follow up the question of 
Mr. Brandt by asking in respect of his point as to what it is that 
specifically jeopardizes CDIC's deal, whether or not he could be 
more specific in highlighting those portions of the amendment now 
before him whicn do that. Am I right in assuming that it is clause 
3(1)(c) that does that, much more so than clauses (a) and (b)? 


Hon « hair... mebigie > uMroe2 Chalemarr, SGigi Ss Ane .wo0Olese cbo10G. 
First of all, clause 3(1)(a) says the registrar can't do anything 
without the court naving the right to review an application, 
3(1)(b) gives the court the rignt to make orders with respect to 
it,. and  3(1)(c). gives the sharenolders the right to exercise 
certain rights under the Loan and Trust Corporations Act. All of 
that leaas to the potential--and, I tell you now, there are 
actions with respect to judicial review, with respect to the 
Charter, pefore the courts already. 
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I am saying to you that, in my mind, there is no doubt that 
there would be such an application and that it would not end 
summarily; it would be followed by an appeal process. Those who 
don't *believe .tnat.” must «think sthat-“the-. tocthmerainy (really -sts 
coming tonignt because it will happen. That brings to an end the 
possibility of the transfer of Crown Trust as a bDusiness on the 
arrangements outlined yesterday and that ends the possibility of 
total security for depositors. 


Mr’.', COnways ‘I... JuSstsiwant toe" ndicatces tog the “member Loc 
Sarnia (Mr. Brandt) and his colleagues that I feel more and more 
akin to Sir Anthony Kersnaw, wno with his colleagues is literally 
being asked to sit there, hold his nose and allow this very 
exceptional “piece of (Legislation ~“t0ie’ pass i) rameonoees: going aio 
belabour the point, but my colleagues and I nave tried to indicate 
that this is such an exceptional piece of legislation and a piece 
of legislation that seems to turn on tne principle that a laudable 
end or a necessary end justifies just about any means. I simply 
indicate that it “1s our” view "that we “had® hoped ’tsome king of 
protection with respect to due process, the rule of law, could be 
built into this legislation which we find so very distasteful and 
disagreeable. 


Hon. Mite Elgie: Let me just’ say ie understand your 
intentions sand’’Ido fnot tcriticrze: then; -<liehonestly do notyeputes 
think you also will appreciate that in the case of a winding up 
and a ,liguidator, I am sure~you understand ethat: that,ligquidator, 
in the face of a perishing and eroding asset which that liquidator 
is in charge of on benalf of those who are beneficial, does have 
the power to sell that asset witnout reference to tne court. 


Mr. Spensieri: He has totally reviewed that. 


HON. “Mba wsE1LQLIe ST edt just. teiling PivyoOussthacnne "doese nave 
the power to do it without prior review. What we are saying to you 
is we do not want to go any route whicn causes those losses to 
depositors and others and deprives shareholders of the only option 
that 1S available to them. 


Mr. REhnwWick: There "1s" the” otner”" aspect. to it." 1° *have 
tried to indicate the legal confusion as I saw it in the proposal 
wnich 1s before uS under the amendment, bout tne bill as it is 
drafted and the format that is drafted is based on the position 
wnich the government has taken, namely, tnat the government of 
Ontarlo, isienot? going toy put tap a rcent sort? money 0, ‘support sthe 
depositors or the’ trade” 'creaditors of, Crown “Trust Co-y NOretrset 
going to extend the benefit of any guarantee to the depositors or 
trade, Creditors) OfisGrown Birust’ Cov,” nor ismatreqoing™ to 1.dggve any 
assurance to those standing in the fiduciary “relationship with 
Crown Trust Co. Tnat is the position of the government and that is 
the position on which we aS a party on second reading of the bill 
divided with tne government about. 


We are now in committee where the government has not altered 
tnat position, nas not made any gesture to give any protection to 
anybody and has said that the one party that is prepared to 
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provide the protection to fill that gap in protection is Canada 
Deposit Insurance Corp. Knowing that tne government of Ontario is 
not going to stand behind tnis company, they have put the gun to 
the head of the government anda of this committee by saying that 
they will do it, provided tnree conditions, each of which is 
entirely in their discretion, are met, and that is a very tough 
position for the government now to put this committee in. 


Ms3Z20ip sls 


Tnere is little doupt from wnat has been said tnat if a 
Suitable, lawful basis does not exist for this transaction, and I 
empnasize not tne lawful part but the suitable part, then Canada 
Deposit InSurance Corp. will be off the hook to provide tnose 
funds and, as the government nas said, it will go py way of 
liquidation. 


I do not happen to agree with the government's position. I 
have not agreed with it from the time the government took the 
position, but to now indicate that in tne face of that and having 
provided no other alternative for the protection of the 
depositors, to then jeopardize that solution, sitting as we do in 
opposition, by the introduction of this amendment would be ill 
aavised, impractical and most unwise. It showS an unbelievable 
lack of clarity about the difficulty of the position we were in. 


Our position, as stated on second reading, is not altered py 
the fact that the government is not prepared to stand benind this 
company. CDIC has put up its conditions. Tney are right in the 
letter we got yesterday and they are entirely within the control 
ofecDic. «Unfortunately, that is the .position,, For that. reason, ,and 
because the government gives uS no other cnoice on 1t, to 
jeopardize this course on which the government is irrevocably 
moving seems to me to be trying to have the worst of both worlds. 


Mi. wnensieri ct eaWi th ~dall athis ~talk of tooth “Lairies, 25 
would like to ask Mr. Biddell for a moment, if it is possible, to 
put this amendment back in a more factual context. It seems to me 
thatinthes.first wtimeliwel face. the possibility of ‘a * ‘registrar 
applying: tCovithetcourt /in a summary “way 15° the time whem the 
decision is made to prefer one suitor over the others. That is the 
first stopping point where the registrar will have to pause and 
make an application in a summary way, which is returnable usually 
in about two days, aS I am sure the chairman will appreciate, ana 
the judge will be asked to confirm or not confirm that first 
pause, the choice of the suitor. 


The next conceivable time where a registrar would nave to 
apply is after a period of agency and after a period of agency 
dealing py this trust company wnen a decision is made to actually 
sell the hard assets on an outright basis, as Mr. Biddell was 
contemplating in his take-out. Once again, there is going to be a 
short little pause there and the court will be asked to review the 
application by the registrar. Does Mr. Biddell and his aavisers 
and everyone else think that this kind of review once or twice 
along the course of tnis take-out really imposes tnat serious a 
burden on them aS administrators and as guasi-liguidators, because 
that is really tneir role. They are just liguidators py another 
name, but basically they are liquidators with a view to some 
continuity. 
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Is that really an undue burden? Is it such an excessive 
burden and can we afford to saw off that inconvenience against the 
basic principle of affording the shareholders some method of 
participation? It is a technical question. "Perhaps? Mr. Biddell 
could answer whether he foresees, procedurally speaking and as a 
practical matter, such a degree of undue inconvenience tnat we 
should just throw out the whole baby with the bathwater. I am very 
concerned because it seems to me that it is nothing more than a 
fear of inconvenience which is prompting the ministry to take this 
hard line. 


Hon... Mri UBIgtes| > Mra,” Biddelly,” "would: lyouw pe sf preparear. co 
respond to that question? 


Mr. Biddell: Yes, Mr. Chairman. AS many on the committee 
will know, I have had the responsibility for some 35 years up 
until very recently of operating the largest receivership and 
liguidating firm in Canada. We have had a great many transactions 
under receivership proceedings or under the Bankruptcy Act or tne 
Winding-up Act in which we were subject to the directions of the 
court. We nave sold many businesses and assets in companies in the 
course of our experience and we nave never found the necessity to 
LOOK” tO” the Court’ for approval “of “any ~Such” transaction a -lla,or 
burden. 


In every one of those instances, however, and in all of the 
proceedings in which we act and under specific provisions in the 
Judicature’ Act, in itne: Winding Up ‘Act and@in@the Bankruptcy Act, 
there is a provision where the trustee or the liguidator or the 
recelver is specifically empowered to sell wasting or perishable 
assets immediately without response to the court. When he makes 
such a sale, then no one can challenge it. 


He can subsequently be challenged by the beneficiary or 
anothererparty«: of ~-interestiriin tthe gvcoure = for sihnavingiidone so 
improperly or imprudently, but he has the authority under any of 
those proceedings to sell a perishable or wasting asset. That is 
exactly what we are dealing with here. It iS a point I have been 
trying to make in my discussions with anyone on this subject. 


We have a very wasting asset in the trust and estates 
business of Crown Trust. It is eroding every day. If we are put 
into a forum where we must go and ask the court for approval of 
the sale, I would be guite confident we would get approval very 
guickly on summary application or whatever, but we all Know that 
once’ we ‘get’ into? the: courticwevtare ) subject “torwall "the "rules and 
procedures of the court, I would expect a challenge and an appeal 
some 13 or 14 days later from some of the sSharenolders' group or 
others, and.-1f the» counts conrirms* 1t;, = 1 wouldexpectiithatwdecision 
to be appealed. 


What we would find in this circumstance--and what we are 
trying to dispose of iS an asset that is quickly eroding, in my 
Opinion--is that we would not succeed in our overall objective to 
get this thing under proper administration in a manner that we can 
protect the depositors, 
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Mr. Roy: I would just like to make this point, though, 
and I want to be clear with the minister. The alternative that was 
proposed by Mr. Biddell apout the possibility in the actions, 
whether it is the Winding-up Act, tne Judicature Act, or the 
Bankruptcy Act, 1S open for a court review. Under tnis statute it 
is not open. When Mr. Biddell was talking there seemed to be some 
suggestion on your part that somenow it is open under Bill 215 to 
Challenge the registrar and to review some of his decisions. I 
Challenge you tnat this is not the case. 


Hon. Mr. Elgie:; The amendment to section 10 does that, 
gives the opportunity to challenge whether ne behaved in a 
reasonabpDly-- 


Bile Roy: Wnich amenament? 


Hon. Mr. Elgie: The amendment that is in your. hands, 
subsection 10(3), which says that he must show the diligence and 
Skill that a reasonably prudent person would exercise in 
discharging the duties and responsiblities of the registrar in 
comparable circumstances, having regard to the public interest, 
the same responsibilities placed on directors of corporations 
under the Business Corporations Act. 


Mr. pROVanre voustaking. out subsection 10(2)? 


Hon. Mr. ragie: No. The transaction itself must be 
invalid or there is no sale. 


Mr. Roy: That is where-- 


Hon. Mr. Elgie: Buta. neither. ..cam the. Cransactio0n., Sra 
Biddelley is etalking, about be. set) .aside««,,The--actions * of, the 
liguidator, nowever, can be challenged put not set aside. 


Mr. Roy: But you go further. You say that not Only can 
it not be set aside, but it cannot even be reviewed at a court 
hearing. .inthis..particular,.case. The bill says,"...be directed ,or 
otherwise reviewed by any court." You are going further than that. 


Hon, ..Mr. Elgie: The sale cannot be reviewed, but’ the 
prudence and tne reasonableness of the registrar can be. 


Mr. Roy: That is why I am saying to you that you cannot 
have it poth ways. You cannot pronibit court review on the one 
side, except in the very limited instance where you are saying, 
"Well, you'll be able to review the actions of the registrar to 
see if a reasonable person acting in similar circumstances under 
the pressure of the circumstances, etc., actead in good faith or 
not." We are Saying that is much too narrow. 


Mr. Renwick: He has to act in good faith. 


Mr. Roy: Oh, sure. We are saying that is mucn too narrow 
and I am suggesting to the minister tnat what you are imposing in 
this particular statute, about even reviewing the actions of the 
registrar, is something far more narrow than some of tne 
legislation Mr. Biddell is talking about. 
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I esunderstand. the edifficulty ofrgoing to then courtsscorget 
some approval when you have a wasting asset, but we do not have 
very much alternative here. You are preventing review by the court 
in most other instances. 


4:30 p.m. 


Mr. Swart: The attack nas been made by the member for 
Ottawa East (Mr. Roy) at the beginning and, not understanding 
tnis, it would appear tnat pernaps I have a better understanding 
of it. than I thought myself at that. time. I think it is perrectiy 
obvious, from the various people who have spoken on this, that 
there is the likelinood there could be extensive delay if tnis 
amendment is passed. 


What Surprises me about tnis is that the Liberal Party would 
move this without putting in a companion section which would at 
least nave given the guarantee, so the assets did not erode to 
that extent until all of tnese challenges at least were made. 


It seems to me that what this amendment would do, if it was 
passed, would be simply to assure that the depositors' and the 
Shareholders' assets would substantially erode, as said by my 
colleague and by myself earlier. It is the worst of all worlds. 


Mrs) UBrandtse Ic lamergorng stor tnys totebevine paul “ton Achisiee. The 
Minister could perhaps put this in tne proper context. 


Just sorethat. owe ecane besiperfectéay clear on ttthisigpoinc, im, 
colleague Mr. Renwick used tne term that the CDIC nas in fact put 
a gun to the head of the committee. I will put it somewhat more 
lightly and pernaps somewhat more delicately than that. They are 
encouraging the committee to move in a certain direction. 


As I am interpreting what CIDC is saying in their letter and 
in their direction to us, it is that if this amendment passed, 
they would withdraw their Support. IS that not correct? 


Hon. Mr. Elgie: What we are saying, and on behalf ‘of 
them--and it 1S pretty clear in their letter--is that the mandate 
under. whlchathey» operate, _their act ,aus to pay tordepost tors tupeto 
the insured amounts, and they make take steps to reduce their 
losses. 


In this case tnere is an asset that nas a saleable value to 
it. &Tox_their.s mind) otand/ ato. my. mind; ie. thee sale ~occurssan ean 
expeditious fashion as an ongoing buSiness with a value to a 
purchaser, their losses are reduced. They are therefore prepared 
to protect. depositors and we, in this legislation, offer the ‘only 
option there is in terms of shareholders. 


It 1S their view, aS Mr. Biddell nas Said and as Mr. Shuve 
and Mr. Macdonald have said, that there are serious concerns about 
the erosion of that estates, trust and agency business. Tnerefore, 
they ‘are (not prepared« Co) continue” witn” this” “offer runlessrethis 
Legislature 1S prepared to move expeditiously to provide a title 
tO Chat. property cChat™ Cannot be contested “in” court, wocecause ne 
purchaser is interested in it on those terms. 
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Mr. Brandt: That is very clear. 


Mr. Conway: As long as everyone understands about what 
that’ .does to the competence of this committee and this 


Legislature. It is an extraordinary reguest, one tnat I suppose, 
in the absence of a” host” of things, is made even more 
extraordinary. 


I just hope that everyone in tne room understands wnat we 
are being asked to do, and under what conditions, and that years 
down the road we snall all be nappy to live with the consequences. 
It really makes of tnis Legislature at once a Star Chamber and a 
nullity. It is really quite extraordinary, but I am not going to 
take any more time. 


Mrs Chairman: There being no further discussion, all 
those in favour of Mr. Conway's amending motion to section 3 will 
please raise their nands. 


All those opposed please raise their hands. The motion fails 
three to eight. 


Motion negatived. 

Mr. Brandt: It is the same old game. 

Mr. Conway: Tnat renders my first two amendments-- 
Hon. Mr. Elgie: There are two amendments. 
Interjections. 


Mr. Chairman: The next two amendments, to clauses 
3(1)(b) and 3(1)(c), are no longer relevant. 


Mr. Conway: With the nelp of legislative counsel I want 
to deal with the next two amendments. If I can just indicate what 
they. are, perhaps Mr. Revell can nelp us. There was a bit of a 
technical problem. We want to insert the word "reasonable" into 
Subsection 3(2) and subsection 3(3). 


Mr. Chairman: Mr. Conway moves tnat subsection 3(2) of 
the bill be amended by inserting after tne worda "Such" in the 
eighth line the word "reasonable." 


Hons Mri *kigies-~“fThere®-are+“two'' “such’s*® ‘tn the’ thira 
line. -2 you mean the "Such that precedes the word 
"remuneration," then the government can accept that. 


Mr. Mitchell: "...Such reasonable remuneration"? 


Mr. Conway: Yes, we want that to read, "...on sucn terms 
and conditions and for such reasonable remuneration..." 


Mr. Chairman: After the second "such" in tnat line you 
want the word "reasonable"? 
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Mr. Conway: The reason for that is raLerry 
Straignttorward. We simply want to provide a little tighter 
definition or some understanding of what is intended tnere. There 
have already peen some discussions apout some of the costs being 
passed on, some of the issues tnat were dealt witn in the public 
press yesterday. We think tnat the act snould nave that Kind of 
Clarifying reference. 


Mr. Chairman: Thank you. IS there any further discussion 
on “chat?” MrveMTtcherr? 


Mr. © Mitchell: re rhe Chateti seewhace e1sey being savas "sucn 
reasonable remuneration," I think we would be prepared to accept 
that. 


Mr’.¢. Royse! So thateetene “Gorngesthing?-9— cannot belseverysc. 
Are you prepared to accept the word "reasonable"? 


Interjections. 


Mr. Chairman: All those in favour of Mr. Conway's “motion 
to amend subsection 3(2), please raise your hands. 


It 1S unanimous. 
Motion agreed to. 


Mr. Chairman: Mr. Conway, you nave anotner one regarding 
subsection 83) 


Mr. “PROy Shoulda’ y our be ==CrOWwding = YOUR” SLUCK@reriniweecr ying 
another? 
Mr. Conway: The second in that section affects 


Subsection 3(3). 


Mrs. “Chairman: “Mr. “Conway, moves'® that’ "subsections 343) of 
the bill be amended by inserting before "remuneration" in the 
first Pines. the Gword’ »™reasonable.” Sernet. snoulae read: "any 
reasonable remuneration payable." 


Mr. Conway: Tnis is simply a follow-on from the other. 


Mr. Renwick: T do not have any problem with the 
amendment. I nave a question in connection with the expenses of 
the registrar and so on. 


The Sections begins, "Without limiting the powers) and 
authority of the registrar under section 159," and goes on to say 
"the expenses of tne registrar may be payable out of tne assets of 
Crown Trust." Section 159 provides that tne expenses of the 
registrar in proceedings under clause 158(a), which is’ the section 
under whicn-- 


Hon. Mr. Elgie: But this is a separate bill. 
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Mr. Renwick: Yes, I understand. Does this mean that the 
expenses of the registrar are going to be payable py Crown Trust 
and there is going to be no levy on the other trust companies 
under subsection 159(6)? 


Hon. Mr. Elgie: No. Tne payment for services under that 
will continue to be carried out as under section 159. The Crown 
Trust “act does not deal ‘with. the registrar*s activities. in 
relation to tne possession wnich he now has, through himself and 
through agents of the trust company. It relates to remuneration 
related to the agreement for management and to the other 
remuneration. 


Mo, Renwick: On, Chat is helptul. Up. Dorrie rtrnts cor is 
passed I take it that the expenses of the registrar fall to be 
distributed amongst the otner trust companieS under subsection 
159(6) « 


HODPeMe sd Th igie s ~sThatinis correct. 

Mr. Renwick: That is very interesting. 

MiaweuaLrmans Le that it, Mr, Renwick? 

Mr. Renwick: That is very interesting. I am sure they 
will be delighted to make their contribution to that expense. As I 
understand it, the government of Ontario will bear no expense when 


this is all over, assuming the cash is there somewnere. 


Hon. Mr. Elgie: Tne Morrison commission is under way, as 
you Know. 


Mr. Renwick: The Morrison commission will be the only 
expense to the ministry? 


Hon. Mr. Elgie: To my present Knowledge. 


Mr. Renwick: All of tne expenses incurred by the 
ministry in taking possession of the assets of tnese companies and 
taking control of them up to the date this comes into force, is a 
levy upon the industry? 


4:40 p.m. 

Hon. Mr. Elgie: From January 7, when possession was 
taken, for the activities that were performed on benalf of the 
registrar, there will be a levy on the industry. 

Mr. Renwick: A levy on tne wnole industry? 

Mr. Conway: Am I to assume that Mr. Macdonald and Mr. 
Biddell, for example, for the period of January 7 through the day 


this bill receives royal assent are a cnarge on tne industry? 


Hon. Mr. Elgie: No. The services of counsel ana special 
advisers will be a charge to the ministry. 
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Mr. Conway: Growing; oucwof ail of this pusiness, 1s 
there anybody else in that category? Just along the lines of Mr. 
Renwick 's-- 


Hon... Mr... Bigies, ET. would ~hnave | to, clarify; “this, -sout “maybe 
the advisory committee of five--I would have to check that out. 


Mr. Renwick: I presume that at some point it would not 
be too much to ask you to give usS an accounting of the expenses of 
this operation. 


Hon. Mr. Elgie: At’ * some” ™=points I would not expect 
otherwise. 


Mr. Chairman: We had pbpetter vote pefore Mr. Renwick has 
much more time to think. 


All those in favour of Mr. Conway's amendment regarding 
subsection 3(3), please raise your hands. 


It is unanimous. 
Motion agreed to. 


Mr. Conway: Then again, on section 3, we would add a new 
subsection 4. 


Mr. Chairman: Mr. Conway moves that’ a new subsection ~4 
be added to section 3: 


Any agreement entered into under section 2 shall be laid 
before the assembly by tne Minister of Consumer and Commercial 
Relations, upon itsS approval by the Lieutenant Governor in 
Council, if the-=assembly is ‘then in SesSion, or lf) not; at the 
next ensuing session, anda the agreement snall be deemed to be a 
statutory annual report for purposes of standing orders of the 
Legislative Assembly. 


Mri. “Conway: I. thinkinit.-ls., pretty .obviousiswhatarwe «intend 
here. Given the exceptional circumstances in which this 
Legislature finds itself being asked to consider matters of very 
Significant import and being told repeatedly that we cannot and, 
in some cases, we must not have information pefore we make a 
decision, we obviously want to ensure, aS best we can, such 
provisions as will ensure tnat such agreements spoken of in this 
particular amendment are available to the Legislature, so that at 
that particular point they might be available for the scrutiny of 
the Legisluture. 


Mr. Mitchell: We really do not nave a great degree of 
difficulty with the motion before uS; however, we would only be 
able. toO~,support.iti .1f ,all the. words..following, . "session's were 
deleted. The document is effectively a public document, once 
tabled, ana if you would be prepared to amend your motion to 
remove the words following "session," I think we could support the 
motion, 


yAY 
Mr. Chairman: Which "session" are you referring to? 


Mr. Mitchell: In the fourth line, where it says, "at the 
next ensuing session and the agreement shall be deemed..." All 
that portion. 


Mr. Chairman: The word "Session" in the fourth last line? 
MreawMitcneli: That is “right. 


Mr. Spensieri: I would have thought that the single most 
important decision is the decision as to which acgquiror to favour. 
We would have preferred that there be a judicial review of that 
particular single most important decision. 


Failing that, it is absolutely essential that there be at 
least a political review of that decision, allowing the parties 
ample opportunity to comment on the wisdom or the bone fides or 
the business acumen of the decision on which acquiror to favour. 
Even in the diluted fashion proposed, it is still a very important 
safeguard to have at least the political opportunity to comment, 
once we have been deprived of the judicial opportunity to comment 
and s£0 Sanction. 


For that reason, I think that even the diluted version, if 
it is the pest we can get, is still better than nothing. 


Mr. Swart: I am wondering why Mr. Mitchell would not 
reconsider his objection to that last part. I Suggest there is not 
Yeatiy= that's much *dilrerence.” "It *vou “get = that reports to -the 
Legislature, there are ways and means somehow or other--whether 
it's estimates or whatever the case may be--that you can get it 
into committee. 


Mea Matchell: That's precisely the point. "dt es <a tpublic 
document, and the opportunities are there to raise guestions on it 
in any event. 


Mr. Swart: But this does give it some special status 
which perhaps might give the opportunity to have discussion on it 
prior to the estimates. It may be nine months down the road before 
you get into the estimates. If this becomes an annual report, it 
means there will be an opportunity to refer it if somebody wants 
to. 


It's already been stated there is no judicial, or other, 
kind of review. The only kind of review that can be made is by a 
committee of the Legislature. If you find something in a report 
that you've tabled--something you really want to get at anda ask 
some guestions about--it may be six months or nine months before 
you can do that. 


Why not leave this amendment as it is? I ask Mr. Mitchell to 
reconsider, because it does provide that opportunity which, I 
suggest, propably won't be used. However, the opportunity is there. 


Mr. Conway: I would like to encourage matters along the 
lines suggested py my friend from Welland-Thorold in developing 


22 


the goodwill of the member for Carleton (Mr. Mitchell). It's clear 
what he endeavours to do by the amendment to the amendment in 
Striking out those words. What it effectively does is eliminate a 
possibility whereby the particular public document about which 
there's now agreement can be referred to a committee of this 
assembly. 


We all know what the Speaker has just told us about the 
interpretation of standing? order? 335(b)Syertcan st ynelp= burs conciude 
that the subamendment--if that's the right word--of tne member for 
Carleton.seeks to-- 


Interjection. 
Mr. Spensieri: It's not a subamendment. 


Mr.. Mitchell: No,. with respect, if you are prepared, Mr. 
Conway, to alter your motion and delete that portion, I have told 
you guite frankly that we can support it. It's as simple as that. 


Mr we CONWaANUVEODVLOUS.LY, VOQlVen "the —“IfoOn”  neel = Ole thas 
majority, we don't really have much choice in these matters. 


Mr. Mitchells, You are seeing nothing but co-operation: 
What are you talking about? 


Mr. Conway: Co-operation on the margin, on the margin's 
margin. 


Mee Mitchell: «id Gon’ ct wunderstangds Vou.s YOUl wh) la agree 
that it becomes a public document. 


Mr. Roy: Don't you want it to go to a committee? 


Mey Conway: “Yes; bUEy ther. point that s.you » S6ekeeco-VStrixe 
is the’ .giving,.of ability . to) > refer “to” -a “committee of.-tnis 
Legislature. Tomorrow will be the second anniversary when your 
colleague, the member for Burlington South (Mr. Kerr), joined a 
variety of other members in an interim report of this justice 
committee on the last fiasco, a fiasco which was not acted upon, 
which has helped create perhaps the grandest fiasco of all. It 
hurts us a little bit to know that's what's being precluded with 
the member for Carleton's suggestion. 


If the member is not prepared--on behalf of his colleagues 
From Chatham-Kent (Mr. Watson), Sarnia (Mr. Brandt), Parry Sound 
(Mr. Eves) and Durham-York (Mr. Stevenson)--to amend his earlier 
Statement, we have no choice but to buckle under the iron heel of 
the instructional majority. 


Hon. (Mr. ‘Blgolies..2t “sounds Gstch ora’ taéesperatey. srcuauion. 
Why don't you leave the party and cross the floor? 


Mr. Conway: That's now some of my friends opposite got 
to where they are. I, wonst want. to, follow «that path nor -do~T~ want 
to embarrass the member for Sarnia. I want to say to the member 
for Carleton-- 
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Interjections. 
Mr. Chairman: Order. 
Mr. ,Swart:ePointeofs»cgrder, 


I thought you were finished. I will bring my point of order 
after you are finished. 


Mr. Conway: I'm just going to conclude by saying 
Obviously we nave no choice but to buckle under, if that's the 
Only choice you're giving us. However, I think the member has a 
particularly attractive olive branch-- 


ME seuwales ON. dr epointes Ob -oOrder Mr.” Chairman; FT ~ think ‘we 
Should deal with this--I know what has been said, but why do we 
not deal with this in the normal procedure. 


We have an amendment before us before us. If he doesn't like 
the last part of it, why doesn't he move an amendment to the 
amendment? What you are proposing--without moving an amendment to 
the amendment--puts us in the opposition in a somewhat difficult 
position. 


That's normal procedure. You can delete that if you feel 
like it, and then we still at least have the first part left that 
we can all suppport 


Mr. Mitchell: In doing so, at least speaking for myself, 
we were doing so in an attempt to be co-operative with the motions 
tabled by the member for Renfrew North and it's to that extent 
that I have suggested if ne would be prepared to amend his motion 
by deleting certain words, then we could support it. 


4:50 p.m. 


Mr. Chairman: I believe Mr. Swart's suggestion is really 
the more regular way, whether it's an exact point of order that 
has to be followed, it is the more regular way to make a 
Ssubamendment. Now, you aren't forced to make it, but it is a more 
regular routine procedure for a committee. I take it from the 
discussion so far Mr. Conway has said no, he is not prepared to do 
it. Therefore, I guess that ends it, unless you wish to place a 
Subamendment. 


Mr. Renwick: Would Mr. Mitchell consider the Olive 
branch of stopping at the words "Statutory annual report"? 


Mr. Mitchell: I've made my position clear. 


Mr. Conway: I don't think we have any choice, and in the 
interest of time I see the cement wall in front of me. I will be 


prepared to, in the interest of getting some small token of making 
this more public--it really makes one wonder why this place is so 
feared. 


Mr. Roy: Why do you not want to send it before 
committee, Mr. Mitchell? 
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Mr. Mitchell: I think I have made my-- 


Mr. Watson: First thing you know you are going to deem 
everything. 


Mr. Roy: No, no, but let me understand. We talked about 
how it is wide-sweeping legislation to face very difficult 
circumstances, and with your majority you will be able to get this 
legislation, which will, for all intents and purposes, not be 
reviewable by the courts, okay? Tnat's the context of the process. 


Even at that, as my colleague Mr. Spensieri has mentioned, 
some of these agreements will be very important, and I would nave 
thought--given the situation and the fact that this is all going 
to be hindsight, we are going to be looking at these things after 
the fact--that you would give it about as wide a review after the 
fact as possible. 


The logical way to review things is to have a report and be 
able to send it to committee. I don't guite understand, if you are 
not afraid of it being a public document and everything else, why 
you stop there and say, "It's a public document but we don't want 
a committee to look at it." 


Mr. Mitchell: Insnesponse, Mr. "Roy, Jf “have wicald. wit = 1Saca 
public document. You will have all kinds of opportunities to raise 
the whole issue, and I just feel that in my opinion those words-- 


Mr. Roy: In guestion period? 


Mri asoWaltss LowUSt iwantescO Make “One  MOre pitch ii ot Gan, 
because I think the member for Chatham-Kent gave the real reason 
why the government members do not want to go along with this. It 
is because they are afraid that there will be precedents set and 
every report will be considered an annual report. 


If that is the real fear of the members over there, and I 
Suspect it is, I just want to pick up on what other people have 
said before, including myself. This iS an exceptional piece of 
legislation. It probably will not happen again in this decade. 
Surely we can have perhaps a further exception from normal 
procedures so that this can be considered an annual report. It is 
certainly not my intent to set a precedent. 


With that, r am wondering if there might be some 
reconsideration. 


Hon. Mr. Elgie: The member for Brant-Oxford-Norfolk (Mr. 
Nixon) should have had this power-- 


Mr. Conway: Le cao} noOt»s»sSeeeeany indication from the 
parliamentary assistant to the minister under review and under 
guestion and under pressure. Quite frankly I think his colleagues, 
all of whom are parliamentary assistants, so therefore of the 
ministry--with tne exception of one committee chairman who I see 
Sitting opposite--nave interests which are clearly with the 
protection of the executive branch. I understand that, however 
much I might regret it, so I will amend the resolution in such a 
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way as to make it more appealing to the lackeys of the executive 
council by accommodating the parliamentary assistant in such a way 
as to strike out those words after-- 


Mr. Spensieri: Tne executive versus the olive branch. 


Mir epiconwey;> did) -strike; them, ,out. because I--do--think it 
is important that we get a quarter of a loaf in respect to this 
exceptional pill and all that flows from it. 


Mr. Chairman, I would be prepared--in the interest of the 
parliamentary secretrary to the minister under guestion--to strike 
from that amendment-- 


Mr. Brandt: He does have iron heels. 
Mr. Conway: If I can, in an informal way, I will amend 


that amendment to strike all the words after "session" in its 
first appearance. 


Mr. Mitchell: Second appearance. 


Mr. Chairman: There being no further discussion, you all 
understand the amending motion as latterly amended by Mr. Conway. 


All those in favour of that motion please raise your hands. 
All those opposed. 
Motion agreed to. 


Mr. Chairman: We now have finished all the amendments to 
section 3, I believe. Shall section 3 in its entirety, as amended, 
carry? 


Section 3, as amended, agreed to. 
On section 4: 


Mr. Conway: I have an amendment that will add a new 
subsection 4(5). Mr. Renwick has one, 4A(l). I don't Know where 
they ‘fit. Perhaps the legislative counsel does or you, Mr. 
Chairman. Who has the order of precedence? Do I have it? 


Mere eREVEL Ls I think Mr. Conway still. Mr. Renwick's 
motion would add a new section 4A, whicn will be a section 
immediately before section 5. 


Mr. Chairman: Correct, so you are next, Mr. Conway. 


Mr Conway moves tnat section 4 of the bill be amended by 
adding thereto the following subsection: 


(5) Any agreement entered into under subsection 4(2) shall 
be laid before the assembly py the Minister of Consumer and 
Commercial Relations upon its approval by tne Lieutenant Governor 
in Council, if the assembly is then in session or if not at the 
next ensuing session, and the agreement snall be aeemed to be a 
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statutory annual report for the purposes of the standing orders of 
the assembly. 


Mr... Conway: I might anticYrpate “Che” Wrath #of 7 cher] now 
departed member for Chatnam-Kent. 


Mr. sRenwicks 425 woulde@ailakerito ansertesartery theleworas 
"subsectionecd(2)n7" "or “Subsection t4( 3)" “aso | theta nl te “woultdsewead: 
"Any agreement entered into under subsection 4(2) or subsection 
4(3) Shall be laid before the assembly," etc. 


Mr. “Revell: Excuse me, smay “I . suggest, ; ithate’ -iG) oshould 
read, “or subsection 4(3)" in terms of your amendment if that's 
all right with the editorial staff? 


Mr. Renwick: If we're going to have the agreement under 
subsection 4(2), we snould nave the agreement under subsection 
4( Sie. 


Mr. Chairman: That 1S a Ssubamendment of Mr. Renwick. 


Mr. Renwick: It's a triendly amendment. My friend Mr. 
Conway will accept that. 


Mr. Conway: As always, iE Bind? VOM Ps Renwick to be 
thoughtful, ,seand “in wthishacase) Ixiame prepasedrutoriacceptra has 
Subamendment. 


Hon. Mr. Elgie: The government would again ask if the 
sponsor of the amendment would consider striking out the word 
"session" in its second use in that amendment. 


Mr. Conway: Accepting, and at the same time regretting 
the patently antiparliamentary instincts of tne honourable members 
of the Progressive Conservative Party, I suppose we don't have any 
choice. As I say, as long as my friends in the Conservative Party, 
the antiparliamentarians, understand our regret, we will, in the 
interest) of; «gettings«a yquarter sloat ,pRpaccedessrelucteantivasto hac 
antiparliamentary reguest. 


Mriese Brandt: , You dose switn’ Psuchseidrace ~amiocan, Vou were oly 
do. 


Mr. Roy: ” I° was’ going’’ to “make~"one comment" It, asthe 
member for Chatham-Kent mentioned, one of the concerns that he has 
is the cumbersome work load of committees, you've eliminated part 
of that py not having agreements under section 3. 


Just give us the agreement to go to committee in the ones 
under subsections ~4(2)' ana’"4(3). “Would ‘youwFsnot *give*us’ halt of 
that? Exercise some flexibility independent from the executive 
branch, folks. Give us this one here, all of it. 


Hon. Mr. Elgie: We are a unified caucus. We don't make 
those distinctions. 


Mr. Conway:<On Bil? 127 youreunity” ts.stellar. 


re | 


Mr. Chairman: Snall we vote upon Mr. Renwick's 
Subamenament adding the woras "or subsection 4(3)" following the 


words "subsection 4(2)" in lines three and four of Mr. Conway's 
amendment? 


All tnose in favour of Mr. Renwick's subamendment, please 
raise your hands. 


All those opposed, 
Motion agreed to. 
5 p.m. 


Mr. Chairman: Now to the amendment motion of Mr. Conway, 
not only amended by Mr. Renwick's subamendment but also by the 
deletion in the last four lines following the word "session." 


All those in favour of that as so amended, please raise your 
hands. 


All those opposed. 
Motion agreed to. 


Mr. Cnairman: Mr. Renwick, you have the next motion on 
4A? 


Mr. Renwick: Yes, I believe it has been circulated. 


Mr...chairman:s. Mr. Renwick fuoves that Bill --215,..An~— Act 
respecting Crown Trust Company, be amended by adding thereto the 
following section: 


4A (1) The purcnaser and substituted fiduciary shall 
continue to employ every person who on January 7, 1983, was in the 
employ of Crown Trust Co. and was so employea on the etfective 
date of the agreement between the registrar and the purchaser 
under subsection 4(2) and substituted fiduciary unaer subsection 
4(3) for the one-year period next following the effective date of 
such agreement at a wage or salary of not less than that ne was 
receiving on January 7, 1983. 


(2) Nothing in this section prevents the purchaser and 
Substituted fiduciary from terminating the employment of an 
employee for cause. 


Mr. Renwick: I believe the amendment is 
self-explanatory. It is simply a straight adaptation of what has 
appeared in a number of bills which have gone through the 
assembly, the latest one of which is the Act respecting the 
Municipality of Metropolitan Toronto establishing Exnibition 
Place. This continuity of employment and the period of time is 
directly referrable to that. There is no pride of draftsmanship in 
this, and undoubtedly tne legislative counsel can improve on it, 
but the substance of the amendment, to my mind, 1s clear. 


Mr. Stevenson: I would nave to oppose this amendment. We 
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have had considerable discussion yesterday on this situation with 
employees and so on. It has been made very clear by the minister 
and Mr. Biddell what the intentions are. In the terms of reference 
that were sent out to the prospective management people and 
purchasers of Crown it was urged that they would take every 
possible step to make sure that the employees retain their 
position with the ongoing company in whatever form it will carry 
on. The intention of the government has been made very clear, that 
maximum steps will be taken to see that their positions are 
ongoing. 


However, I tnink it is also clear that the management people 
will have to have some flexibility. Althougn I appreciate the 
intent of the amendment here, I think it doesn't allow enough 
flexibility for the people who will be taking over the management 
of the firm. 


Mr. Miteherls Mr. Chairman, I quite recognize the 
rationale benind the motion and I really guite honestly could find 
where it iS a necessary amendment to the bill on the part of the 
member for Riverdale. 


However, like tne member who spoke previously, I think this 
would be putting a caveat on any prospective purchaser which he 
would not be able to accept, and, I Say, any or all of the ones 
who may be at this time expressing an interest. I think it's 
something that none of them would be able to accept anda live with 
and might jeopardize the whole basis for the bill which we are 
discussing at tnis time. 


Mr. Swart: I am somewhat surprised at the attitude 
expressed by the government members on this committee. I remember, 
as does my colleague, Mr. Renwick, all of the bills that went 
through the Ontario Legislature which gave some guarantee of 
tenure of employment. Those were the pills wnicn were involved in 
action by the government. I. am thinking particularly of the bills 
that set up the new hydro commissions, proposals by rural hydro, 
those that, one after the other, gave the guarantee of tenure. 


Here we nave another initiation by the government with 
regard to legislation whicn is respecting a large number of 
employees and they do not appear to want to deal with it in the 
same manner as they dealt with a large number of bills whicn have 
gone through the Ontario Legislature. 


From what Mr. Mitchell has said, it may jeopardize and may 
be some inconvenience to any purchaser and may have some bearing 
On the amount of money which is tendered. Surely in a situation 
like this, where we a have a major trust company, major in the 
sense of assets and in the sense of employees, that iS being taken 
over, by. the government and’ 2t appears teitiers doing toe bassoldr co 
another company, we should give security to those employees. 


Wee_give. Secunmty , under CDI, . tothe saepositore Wnot toca 
but at least up to $60,000. I want to suggest that many of these 
employees will be in just as “serious “a” situation if’ they do nor 
retain their jobs, and perhaps even more serious, than many of the 
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depositors, yet we are providing that minimum guarantee to the 
depositors. 


Surely we should be prepared to do the same thing for 
employees under this exceptional circumstance that we have. If 
that means that tnere 1s $1 million less paid for the company than 
otnerwise would be paid, I think that may be a small price to pay 
for providing tnis kind of security. 


Unless you provide something, all the best intentions in tne 
world are not going to mean a great deal. You do not give the best 
intentions in the world to people wno have deposits there that you 
are going to get back aS mucn as you can for them. No, there is 
legislation; you get it changed immediately to $60,000, and I 
Support that. I think, however, we should also be supporting some 
security for these employees. 


WM pPOLReEPOUE that this as” anold. firm.and \‘thereware’ a .lot .of 
employees there who have perhaps been there many years. There will 
be an attrition within a period, six months, a year or two years. 
It does not say anything in this bill that those employees would 
have to be replaced. They might be inside of two or three or four 
years down from what there are at present. What is it, 650 or 900? 


Hon. Mr. Elgie: I believe it is 500 employees. 


Mr. Swart: From 500 employees they might drop down to 
400. It still does not prevent tnat being done, but i1t does give 
some security. 


Ie esuygestParhalr  Tiysweitfiind ‘out sthises rseagoing tall berves 
tremendous burden on the sale of this, or more particularly after 
the people puy it, you can always amena legislation later on. To 
me, to establish the .principle,. at this time, .that you give 
security to these employees, nas to be one of tne foremost 
principles in this act. To say absolutely nothing about employees 
is almost as Serious aS Saying nothing about aepositors. 


The purpose of this operation is rescue, as I understand it, 
to rescue depositors, and perhaps to rescue snarenolders, it 1S 
hoped. Why should we not be applying the rescue effort to the 
employees? We do not Know what is going to nappen here. 


Mr. Chairman, I am not going to take mucn longer. Under this 
act, it could be bought by a growing trust company. Tnh1s may be 
the whole intention, they can close down many of these branches 
and all kinds of people would be laid off. 


SPLOV PLM 


If we intend tnat this should be a going concern on its own, 
or a branch of another company, and not be just totally 
amalgamated witn another company, which, as I understand it, nas 
been indicated here, then let us put tnis in the legislation and 
let us give some measure of protection to tnose employees. 


Mr. Roy: Those of us who nave been open-minded 
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throughout on this legislation are pleased to give some measure of 
consideration to this legislation. 


I find this interesting. I suppose my friends from the New 
Democratic Party nave just made tne point I tried to make earlier, 
by way of amendment, and that is the role of the opposition is to 
try to improve a particular piece of legislation. Their original 
approach to this was the bill was inherently bad, so what are we 
doing wasting our time bringing forward amendments to it? 


Mr. Swart: That was not what we said at all. 


Mr’. ROY :4c T£- +2°oenave Mdone* nothing Mredse, ay asus Cari gas. our 
Swart 1S concerned, I have made him understand the role of the 
true opposition. I am glad to see he 1S now onside on this. 


With my colleagues I will support this amendment, although 
we feel tnat there would have been better protection for the 
employees if there was some measure of the rule of law in the 
whole process. Tnat would have been, in my opinion, tne best 
protection for the employees. 


The fact remains that to some measure this legislation is in 
some wayS window-dressing, because an employee can have his 
employment terminated for cause. I Suppose if there is no work or 
if the assets diminish and there is not enough work, that is for 
cause, is it not? 


MrecSwancewNo. 


Mr.. RoysrsOh, tp isgomneteatiomuicause® datshnouta twheriiveny, 
Surprised, Lf “thes, assets Poof «ha slg rowingmoconcernsdicamesimidown 
Substantially and there was no work, that you could not terminate 
someone's employment. Maybe I do not understand labour law, but I 
would nave thought that would be measure for cause. 


Nevertheless, we are prepared to give this amendment some 
consideration; but it is unfortunate in that tnere could have been 
better protection, in my opinion, given to the employees if some 
of the amendments that we are proposing were accepted. 


Mr. © Brandt: “Ineomy Weview;, ether tbest’ (security — Chat che 
employees could get in this particular instance would be the 
expeditious passage of Bill 215. AS we all know, the employees' 
jobs are in jeopardy at the moment. To suggest tnis kina of 
relatively arbitrary, albeit humanitarian, impediment in the 
potential transfer of the assets of the company to another 
purchaser, would be, I think, too rigid and too confining. 


Mr. Conway: And too arbitrary, surely. It was your word. 


Mr. Brandt: I was» uSing it “ina ssomewhat »*:dadiftferenet 
context. 
Mr. Conway: GE the Tory caucus is against tne 


"arbitrary," then we had better start this all over again. 


Mr. Brandt: When you 100k at the normal sale of a 
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business, I think a potential purchaser would look upon tnis as 
being an unnecessary and a very difficult kind of problem that 
could perhaps again delay the sale or create some additional 
complications or confusion that we do not really reguire at this 
particular time. 


In the Woods Gordon report, as an example, on page 21, in 
paragraph 2, you will note it says with respect to Crown Trust: 
"Tne bulk otf the losses providea for in 1981 and 1982 relate to 
imprudent lending in two branch offices where tnere is a high 
prospect of frauds having occurred." 


I think that bears some relationship to potential employees 
in some respects. I would think it may be imprudent for us at this 
particular time to look at some additional safeguards for the 
employees tnat would be considered. 


Mr. Spensier: The purposes of the amendment are 
certainly praiseworthy, but there are two points I see that give 
me some concern. 


There are different levels of employees; we have tellers and 
bookkeepers, whom we all feel snould be deserving of protection, 
but the senior levels of management, the ones exercising policy 
roles or overall direction, may find themselves in direct conflict 
with the new management objectives of the purchaser. Tnerefore, 
some flexibility ought to be extended there. However, that doesn't 
in any way detract from our support of the amendment. 


The other concern I have is there seem to be two conditions 
for continued employment. One is that they be an employee on 
January 7, and the second one being that on the effective date 
they be so employed. There 1S nothing to prevent, at one minute 
before midnight before the effective date of the agreement, the 
termination of everyone and their rehiring on a selective basis. 
It seems to me we ought to safeguard against that possibility. 


BO «.etilwe Stole. Mr. wt Nairman, if I..may .interject, I 
trust members Know me well enough to Know the interest I have 
always had in enSuring employment for employees. Tne facts are 
here that the government has required that any prospective 
purchaser display and put forward a best effort to retain 
employment. The government certainly, as Lc reviews any 
recommendation, will be keeping that in mind. 


I can only assure the member that, althougn I agree with nis 
SREeNGLON p+. COG+).Racure...0L «this, «hransacGion, ,ands.ail. of), ‘thie 
uncertainties that still exist, cannot allow the government to 
Support tne motion in fact, even tnough in principle it Supports 
the intention. 


Mr. Renwick: Mr. Chairman, just a brief word in summary. 
When you have a company of the age and standing of tne Crown Trust 
Co., regardless of its latter-day difficulties, and when you nave 
500 employees, and when you have had their good-faith co-operation 
with the registrar and with Woods Gordon during the period of time 
over which the takeover of the company took place, as evidenced by 
the report--and I am guite certain the registrar woula agree--when 
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you recognize tne concern which was expressea py all members of 
the committee, when Mr. Snuve was here before us, about the 
concern of the committee and at the instigation of the minister 
who wanted us to express that concern, it dia seem to me that, 
without going all of the lengtn of service of all of the various 
employees, it was quite reasonable, on the basis of this agency 
acquisition: ° operation, “'whacheiase a? transitional, Operation 7 snc 
provide that during that transition there be some minimum 
protection for tnose employees in order to provide a turnaround 
time, in order to provide an opportunity for them to get sorted 
out witnout having any sudden action taken. 


I have nad enough experience in the business world witn 
best-efforts clauses to Know that the day after the transaction is 
closed, that is the end of it, there is no longer any capacity to 
deal with it other than by persuasion and remonstrance. 


It seems to me passing strange, and I noticed the care with 
which bpotn tne minister and Mr. Brandt expressed themselves, that 
they don't put this proposed amendment into the same category of 
jeopardizing tne relationship witn Canada Deposit Insurance Corp. 
that the other amenament was placed in. 


I. Nappen): to’ belteve, thatu.<awclause “LOL the  pEotection vor 
employees is essential in this agreement. This is a reasonable 
clause. If tnere 1S any other reasonable suggestion I am guite 
happy to accept it. 


I recognize the logic of the concern expressed by Mr. 
Spensieri about the termination immediately before the agreement. 
That 1S not my problem; I Know that tnat won't take place. 


However, it does seem to me that we have to have a clause, 
limited in some way, and I propose thiS amendment because it 
seemed to me to be the minimum reasonable protection which could 
be given to employees of a company who are in this aifficulty 
because of no fault of their own. 


@ 3 Z0 50, ile 


When I think of the extent and degree of unemployment in the 
province at the present time, both among those in the business 
world as well as in the manufacturing, industrial and resource 
world, I cannot conceive tnat there would be a putdown of a clause 
like this on the basis of either a best-efforts clause or on the 
basis that it iS humanitarian and well-intentioned but, somehow or 
other, in our society at tnis present time, cannot be accepted. 


I have no pride in the draftsmanship, I nave no pride in the 
way it is expressed. I nappen to pelieve that some effort snould 
be made by the government to discuss with the deposit insurance 
corporation the essential necessity of providing this degree of 
Stability if they are serious about a reasonable transition perioa 
in. order. that the company can continue “1ts “ordinary, -creguelar, 
normal operations. That is what is inherent in all of the reports. 


I am extremely disappointed with the response of the members 
of the Conservative Party in opposition to a most reasonable and 
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most appropriate amendment, and one which snould not have been 
overlooked in the first place. 


Mr. Chairman: Tnere being no further discussion on this-- 
Mr. Swart: We want a recorded vote. 


Mr. Chairman: We are voting on Mr. Renwick's motion 
about adding section 4A. 


Tne committee divided on Mr. Renwick's motion, which was 
negatived on tne following vote: 


Ayes 
Conway, Renwick, Roy, Spensieri, Swart. 

Nays 
Brandt, Eves, Mitchell, Piché, Stevenson, Watson. 
Ayes, five; nays, six. 


Mrs Chairman: Tne motion fauls, five to SLs Tnat 
completes the amendments on section 4. 


Section 4, aS amended, agreed to. 
Spnssecrion. 5: 


Mr. Chairman: Mr. Conway moves that subsection 5(1) of 
the bill be struck out and the following substituted therefor: 


(1) Tne provisions of tne Loan and Trust Corporations Act 
respecting tne sale and purchase of the assets of a trust company, 
including without limitation tne provisions of sections 134 to 145 
thereof, apply with necessary modifications to any sale and 
purchase of any of the assets of the Crown Trust Co. under this 
act. 


Mr. Conway: I am going to defer to my learnea colleague, 
the member for Yorkview, to set out our case in this respect. 


Mr. Spensieri: Thank you, Mr. Cnairman. Essentially, tne 
term of disposition of assets or the substantial undertakings of a 
corporation have always neld a very special place in our corporate 
law, not only the general corporate law but, a fortiori, on the 
trust corporation. 


For instance, you will know that even in an ordinary 
business corporation tne sale of the main assets and undertakings 
requires some special safeguards for the snarenolders at large. 
This is even more important in the case of a trust corporation. 


The rights which we seek to institute by tnis amendment are 
of a very fundamental nature; tne right to attend a meeting 
specially called to consider the proposed asset sale, the right to 
ratify tne sale and, perhaps the most important aspect here, the 
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right to ensure some equity participation in the new corporate 
entity which takes over the assets. 


We nave heard Mr. Biddell say time and time again that there 
will be a newly constituted trust company to take over the assets, 
and it seems that some vehicle ougnt to be present to enable the 
Snareholders of Crown Trust to find some place in the structure of 
things in the new corporation. 


This amendment iS Simply in keeping with our earlier 
amendments calling for a sSharenolders' bill of rights, as well as 
the bill of goods that is being sold. 


Mr. Swart: For the same reason and fundamental principle 
that we could not support the first amendment put by the Liberals, 
we cannot support this appeal. It means that the same kind of 
delays are in danger of taking place and if there is any validity 
in the argument put forward that there is urgency and this 1S a 
real impediment, once again, we will get the worst of both worlds 
ufewerputtthas into: thembiisk: 


Perhaps, save for myself, nothing is ever black and white. 
The bill we have had put before us by the government is one route 
to go. I suppose if I were to balance my views tor and against it, 
it would be 40 per cent for it and 60 per cent against it. But if 
these kinds of iclauses: ‘get. in: Prewoutd be” 10s peretcent Pror =rtewin 
effect, they make the proposal under tne bill really inoperative. 
Tnerefore, I am in opposition to thisS amenament, as I was to the 
First one. 


Mr. Conway: Perhaps tne Premier's emissary would like to 
confide in the committee his apparent apoplexy. Sorry, Mr. 
Chairman. The minister will undoubtedly wish to confide in that 
latest direction. 


Hon. Mr. Elgie: Actually, he wanted me to go to Renfrew 
and see that you had some wood for your stove this weekend. 


Mr. Conway: The Tories in Renfrew county have stopped 
Singing "Let's free enterprise," thanks to Bill 215. 


Mr. Cunningham: They have it in Wentworth. Gordon Dean 
says he is still the only free-enterprise guy around. 


Mr. Chairman: There being no further comment-- 

An, Mr. Roy? 

MriavROyss Ic naveina tibrietetcomment.o 1 Isay.vitoveny e colleagues 
on tne Conservative side, and especially to my colleagues in the 
NDP, who have been the self-styled champions of the underdog and 
the oppressed, and the defenders of civil and human liberties and 
so on, they-- 


Mra SwWankseRPognee ons Rightion. 


MrpuROYs Are ry Ou sgoing stosebewokay pamels 
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Interjections. 


Mrs, Swart: It makes it adaifficult (inaudible), put we 
Shall survive. 


Mr. Roy: You have some a1 fbienl ty, Mel, containing 
yourself. What I want to say to you is simply this. You have again 
a Situation where these-- 


Mr. Swart: Take your time. Please don't let them do wnat 
they did the last time. 


Interjections. 


MeawROyYs a Thate-is »the thing),about. the NDP. . They... do..not 


want toO»be interrupted, but if you just tickle them a little bit, 
do they ever react. 


Mr. Brandt: We are hanging on every word. 


Ming reROVs, In» anys event, -1..am .going to,.try .to explain. to 
my colleague, if Mr. Swart can understand tne-- 


Mr. Swart: Doris talky. down. -tO..me. I understood that 
first one better than you did. 


Interjections. 


Mr. Chairman: Mr. Roy, YOU, Cans Carry, [36N saWiin's «.O0F 
serious remarks. 


Mr. ROy: Maybe I am better off not looking at him when I 
talk to him. 


The point is simply this. We know that the preferred 
Shareholders will be left with what is called the soft assets. It 
is not an enviable position to be in, in trying to recuperate 
something tangible out of that particular piece of property. 


Witnout any word of wnat nas happened, their property has 
been confiscated. The best part of it is being sold off to a 
purchaser and they are left with wnat is called the soft assets, 


Under this legislation, they have little, if any, recourse 
wnatsoever. We believe that there should be some recourse, that 
these people should not be treated in tnis fasnion, given the 
evidence we have heard so far. Tnat iS tne purpose of the 
amendment, to preserve some sense of justice and equity in the 
process. I am very surprised tnat my colleagues on the committee 
do not see that, and that certain colleagues, especially from the 
other opposition party, do not accept and support this amendment. 
I am very disappointed. 


5:30 p.m. 
Mr. Chairman: Tnank you. There being no furtner 


discussion, all those in favour of Mr. Conway's amendment to 
subsection 5(1) of tne act, please raise their hands; three. 
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All those opposed, please raise tneir nands; eight. 
Motion negatived. 
Mr. Conway: Snould we not nave a recorded vote? 


Mreel- Chairman: A “rrécordédnivotee wasifenote tasked itore® Mri. 
Conway, you have an amendment on subsection 5(2) of the act? 


Mr. Conway: Yes. 


Mr... @¢Chairmanmss+Mre ~Conways,imoves that ~subsectionasns(Zie os 
the bill be struck out and the following substituted therefor: 


The provisions of the Bulk Sales Act apply to any sale and 
purchase of any of the assets of the Crown Trust Co. under this 
act, except tnat a judge shall not make an order under subsection 
3(1) of that act unless the judge is satisfied that the sale would 
further the purpose of this act. 


Mr... Roy: The purpose “of the) Bulky Sales -Acteiiss torsgive 
some protection to creditors on the sale of some of these assets. 
Tf. this was .«theiavonly-proviston or “jtheyoplllpewhteh: Swer=tound 
offensive, if this was the only provision of the legislation which 
furthered the minister's intent of making sure that the purcnaser 
gets clear title, we could, in some measure, understand it. If 
there were otner measures in the legislation which would permit 
individualsr to, obtain»scourthy, scrutiny ofenanynitransactiony or ihe 
actions,,of tne officials, i1£, there was that particular provision, 
I do not think we could take very serious objection. 


We understand that in a process such as thiS we want to 
ensure: “thatrethe: purchaser” gets ‘clear, title. But tiny ithe birghtiaior 
alle thei jothen oprovisions of the bill, which prohibit: alb@sores 2: 
court ‘challenges, prohibit: ther irule Of vlaw,) epronipDic any pcour. 
review, etc., we feel it is just another impediment imposed by the 
government to pronibit prospective creditors of hnaving any rignt 
of s-action*® %unaer ithe!’ Bulk .Salesa Act Sin22the transfer fot gtihis 
property. Given these circumstances and given all the other 
sections of the bill, we think that the section snould be amended 
so that there should be some protection given to the creditors. 


Mr. Swart: For the reasons wnich have been given before, 
granted this is a different act here, but it involves the same 
problems that we have witn the previous two amendments, I am 
voting against it. 


Mr. Renwick: This one particularly confuses me because 
the Bulk Sales Act, so far as I remember it, is for the protection 
of "Credaditors.,;sThis “Vetter sfromsacpici vsays?-thatieut s these ffthree 
adiftlicult*>.conditirons ww. are brmet, , athe Ciricrr wise Cake eehewaste ps 
necessary to see to sit that» funds are’ available. to -enable alt 
depositors and normal trade creditors of Crown Trust to receive 
tneir money when due. 


it. seems to me that “that probably 1s) much more -eLtlLicecious 
protection for those creditors than the provisions of the Bulk 
Sales Act 1n these circumstances. 
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Hon. Mr. Elgie: Again, througn another route, tnis goes 
bo Sstiheimessentiale purpose: of "the bill, “and that ‘is for’ an 
expeditious sale or management agreement tnat cannot be contested. 
What the government is saying is that tne exemption given under 
tne Bulk Sales Act to persons like receivers or public receivers 
is simply an exemption that should apply to the registrar in this 
case. Again, it is essential to the whole purpose of the whole 
bill. The government cannot support the amendment. 


Mr § Chairman: LL those in favour crivomMrs Conway's 
amendment to subsection 5(2), please raise your hands; tnree. 


All those opposed, please raise your hands; eignt. 
Motion negatived. 


Mr. Cnalirman: Mr. Conway, you fnave an amendment to 
Subsection 5(3)? 


Mr. Conway: I do, indeed. I nave nad a visit trom the 
tooth fairy in the earlier hnours of this afternoon and so I will 
offer an amenament that will read sligntly differently trom tnat 
wnich the hydra-hneaded members of the executive council will 
perhaps nave before them. 


Mr. .Chaitmans dir. eConwayiwmovess,) thatemsubsectiony 543) of 
the bill be struck out and the following substituted therefor: 


(3) Where, aS a result of the implementation of an agreement 
entered into with the registrar under section 4, the purchaser or 
Substituted fiduciary thereunder 1S in contravention of any 
provision of the Loan and Trust Corporations Act, the Lieutenant 
Governor in Council may, upon being satisfied that a waiver or 
variation of the application of the provision is necessary in the 
public interest and to further the purpose of this act, by order 
waive or vary the application of the provision for such period and 
Subject to such terms and conditions as the Lieutenant Governor in 
Council specifies in the order. 


Mr. Conway: That iS my amendment, Mr. Cnairman. You will 
note that it deletes from the earlier draft the point that we haa 
wanted, which was tne reference to 60 days. Tne tootn fairy 
representing the-- 


Hon. Mr. Elgie: The nydra-neaded monster. 

Mr. Conway: The tooth fairy representing the-- 

Hon. Mr. Elgie: Rodney Dangerfield is my new name. 

Mr. Conway: --hydra-neaded monster indicated to me that 
on behalf of the executive council tne amenament woulda be 
acceptable if that limiting time period was deleted. 

It is with regret again that we succumb to the ether of tnat 
majority, but I must say that we do feel it is an important point. 


We will take a guarter loaf as opposed to a full loaf. Tne reasons 
for the amendment are pretty straigntforward. We want some clear 
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definition of that provision. We feel with this amendment we will 
move one small step in that direction. 


Mr. ‘Mitchell:' "I “was *merely°sgoing*s tom indicate a.boi7itne 
member who moved tne motion that LE there were certain 
modifications we would be able to find acceptance of it. 


Mr. Roy: You came to tnat conclusion on your own? 


Hon. Mr. Elgie: Mount VeSuvius does nave a role to play 
as king of the mountain. 


Mr. Mitcnell: Absolutely so. The 60 days would nave been 
putting a tie in there that I don't think would nave been really 
livable with. 


Mr. Chairman: Are there any other comments? 


All those in favour of Mr. Conway's amendment to subsection 
5(3) please raise your hands. That iS unanimously carried. 


Motion agreed to. 


Mre2-Chatrman: Dro eElgie, - you) Thadestheemextmiamendment to 
Subsection 5(4)? 


Hon. Mr. Elgie: Mr. Mitchell will move the amendment. 


Mr. Chairman: Mr. Mitcnell moves that subsection 5(4) of 
the bill be struck out and tne following substituted therefor: 


(4) oiWhere’= Crowne T rust @ CovaRisy> tneiicontflaventionbseoterany 
provision oOlPrehne 4 Loan) faneeelcusteeConponatlonsdi Actunewhitere fhe 
registrar )‘ts" in o7possessions andr icontrol, Yofomitswioassets pou the 
Lieutenant Governor in Council may, upon peing satisfied that a 
waiver or a variation of the application of the provision ‘is 
necessary ““1nt'the> publicsfinterest ’ anda itoivfurthesiakbhne mounposemor 
this act, by order waive or vary the application of the provision 
for sucn period and subject to sucn terms and conditions as the 
Lieutenant Governor in Council specifies in the order. 


Mr. Mitchell, do you wish to expand upon that? 


Mr c£niMitchell sj (fheenproposaierdto jadd Le thismgresulticea. tcom 
comments made py the firm of Tory and Tory who, as you Know, are 
working for tne Canada Deposit InSurance Corp. They see a gap, as 
I understand it, from the information given me in the provisions 
of the existing subsection 5(3), which allows the Lieutenant 
Governor in Council to waive or vary a breach of the Loan and 
Trust Corporations Act by a purchaser Or a substituted 
fiduciary--boy, I got tangled on that word--but not a breach by 
Crown Trust itself. This proposed new subsection would give the 
Lieutenant Governor in Council a Similar power to waive or vary 
breaches of the Loan and Trust Corporations Act by Crown Trust. 


Mr. Cunningham: So what primarily are you allowing? 


5:40 om, 
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Hon. Mr. Elgie: Once and if the transaction, whether it 
be a management arrangement or a sale, iS complete there will be 
left behind the soft assets we referred to, and the Canada Deposit 
Insurance Corp., and there will therefore be a company that is in 
contravention of the Loan and Trust Corporations Act. There is a 
need to provide tne same capacity to vary as there is in the other 
Situation. 


Mr. Cunningham: Tne guestion is, given the current state 
of affairs witn the ministry, now will we Know? 


Hon. Mr. Elgie: Wnat the order in council says? 


Mr. Cunningham: How will we know whether ie 236 in 
contravention? 


Hon. Mr. Elgie: I would just tnank you for tne 
compliment to the ministry given by tne member for Ottawa East 
(Mr. Roy) a few minutes ago, which I think was well deserved. 


Mr. Chairman: Are tnere any other comments with regard 
FAT Pay eT, FS PR SE es ~ . ° 
to Mr. Mitcnell’s amending motion? 


There being none, all those in favour of Mr. Mitcnell's 
motion please raise your nands. It iS unanimous. 


Motion agreed to. 


Mm. Chairman. GLeth re gowon  toether nextoione.iiMr. -Convayss $i 
believe you also had an amendment to Subsection 5(4). 


Hon. Mr. Elgie: Is the tooth fairy at work again? 

Mr. Conway: The tootn fairy actually had a supplementary 
message which would alter my proposed amendment. Again, I think 
this is: a technicality» by virtue of the. change we have. just 
effected. 


Mire: Chairman: Mr. Conways" "movecw thato;section=«5as0fastae 
bill be amended by adding thereto the following subsection: 


(5) An order made under subsection 3 or 4 iS a regulation 
within the meaning of the Regulations Act. 


Mr. Mitchell: Just to be clear, the member did change 
his original motion to subsection 3 or 4? 


mr. Conway: Correct. 
MesoMitehell: That's’ fine. 
Mr. Revell: I tnink I can explain it. 


Mr. Mitchell: No, I think that was necessary. Anyway, if 
you wisn, go ahead. 


Mr. Cnairman: Are there any further comments with regard 
to Mr. Conway's amendment? 
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Mr. Roy: Witn regard to this amendment bringing in the 
Regulations “Act “at othisiepointyeainsee some confiact siwithorthis 
Subsection 5(4) and section ll. You are entitled, under section 
ll, to make wnatever regulations you want. My God, tnis 1S wide. 
This allows you to make regulations authorizing all such acts or 
tnings not specifically provided in this act. This even goes wiaer 
than most’ legislation.’ Fe ‘says Pr"os <and*inemthestopiniomaofeicie 
Lieutenant Governor are necessary or advisable to carry out 
effectively tne purpose of this act." 


Why would you need this section talking about an order for 
regulations under section 5 wnen you've already got all the power 
you want to make regulations under section 11? 


Mr. Revell: ‘Firsteoof all, (the wlbanguage.that) has «been 
Specifically used in section 5 is the language of dns orders yin 
council... It's: mot. thes LanguagevotimegqulationayWwhen it was tirst 
drafted there was a concern tnat it was not really determinable 
whether or not thiS was a regulation within the meaning of the 
Regulations Act. Any of the members of thisS committee who have 
been on the standing committee on regulations and other statutory 
instruments are probably aware that there is a very complex 
definition of regulation in the Regulations Act. 


In discussing it witn my colleagues in the registrar of 
regulations office, it was thought it would be best to clarify the 
nature of an order under section 5 in one of two ways: either it's 
an order under the Regulations Act or it's an order of an 
administrative nature. Either way, we thought it should be 
clarified. 


The veryepurpose» ofthis particular ysubsectronisrs ono -clarigy 
the nature of this kind of an order where you are waiving or 
varying the provisions of the act as they apply to one corporation 
Or one purchaser or one substituted fiduciary. 


Mrs "Swarts. ~PCe/clariiiiest «Visi mays sayin Siabswayvipthet @7 
Support by making a regulation rather than just an administrative 
act. In my understanding it nas to be published and therefore we 
have access to it, which we wouldn't nave. 


I recognize that clause doesn't say anything contradictory 
with’ regard to section Ellboisltbaegivesanthe siopportunitya” £or) the 
minister, but this, for tnese purposes, reguires that it be a 
regulation. I think that is desirable and I am Supporting it. 


Hon. Mr. Elgie: We don't really care if it is one way or 
the others asslong aswitiiis settled. 


Mr. Roy : Generally speaking, when the Lieutenant 
Governor in Council makes an order, doesn't he nave to proceed by 
way Of regulation? 


Mr. Reve libsan NO;) SMriz Roy. The Lieutenant Governor in 
Councrl acts’ by’ way of’ "an order"in “council, iwut. noveraitsforders “in 
council are regulations within the meaning of the Regulations Act. 
It is only orders of a legislative nature, which are regulations 
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within the meaning of tne Regulations Act, which go througn the 
publication process. 


That doesn't mean the oraers in council are filea in a snoe 
box. They are filed in the executive council office, but it is the 
publication. 


Mio. ConWway<-e1s*j]Gst wantseto Say -two.ethings; ctf ©-dcreould; 
Mr. Chairman. I was struck by the language of subsections 4 and 5, 
CO .iStameewith, £5 dee om Snob ,nakbe i cthat » tamil iareiwith <a tot: lof 
legislation, but that did look a little different from what I was 
normally accustomed to seeing. We have to keep in mind--I think 
the member for Welland-Tnorold has done this quite well--wnat we 
propose to do with this bill. 


This pill is, in many ways, going to put the Loan and Trust 
Corporations Act in a state of suspension with respect to a number 
of major transactions. There is going to pe secrecy of a rather 
remarkable kind and I think anything we can do to provide for the 
flow of information with respect to what nas been done in tnis 
extraordinary legislation is commendable. This particular 
amendment seeks to make it very clear that, by bringing the 
regulations under the traditions of our Regulations Act, they are 
Gomis bomtbe spublished ssandenwikl ibe, “therefore, inevrtne.« public 
domain. Tnat is not guaranteed, as I understood it, Mr. Revell, by 
tne earlier language. 


Mr. Revell: I don't think they would be secret, inasmuch 
as there still would have been an order in council filed in the 
executive council office. As I understand it the concerns of your 
amendment are that 1f it is going to be an order in council and it 
is going to be available in the executive council, why not put it 
in the Gazette as a regulation within tne Regulations Act. 


Mr. Conway: We want to sned what light we can upon this 
worrisome darkness. Presumably there is no-- 


Mr. Chairman: Any further discussion? 


All those in favour of Mr. Conway's motion on section 5? 
Opposed? 


Motion agreed to. 

Section 5, aS amended, agreed to. 

Sections. 6 to 9, inclusive, agreed to. 

On section 10: 

Mr. Conway: Yes, Mr. Chairman. This takes my colleagues 
and me back to one of the very central tnemes which has occupied 
our attention for mucn of the deliberations on tnis particular 


legislation. 


Mr. Cnairman: Mr. Conway moves that section 10 of the 
bill be struck out and the following substituted therefor: 
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Nothing in this act shall pe deemed to affect any right or 
remedy avallable to any person at law or eguity against the 
registrar or anyone acting under the authority of the registrar. 


Mr...’ Conways Ioewill “turn 7tosny’colveagues"Erommottawaitast 
to voice the concerns we nave in tnat respect. 


5250. p ame 


Mr’. “Roy: "Mr. Chairman,” <sectron ‘0 *is4-probably »sthe smost 
offensive section in the bill. Our amendment, generally speaking, 
snould not be necessary i1n legislation. You should never have a 
provision such as this which says ‘that’ nothing- in this'‘act ‘shall 
be deemed to affect a rignt or remedy available to any person in 
law and. egquity..: That’ shotld 49g0, aS5®a. eia@ttenworestacce ain gare 
legislation. There may be changes but, bygeana. large, most 
legislation is drafted in such a way that tne rule of law, the 
yudicral: review ttetc es, LSiofnotas@abridgedsltibys acthisiepartiioular 
legislation. 


Unfortunately, our amendments nave been torpedoed and nave 
been objected to in such a decisive and undemocratic way by the 
Majority of the members of this committee that it makes it 
important for us to have - something an>ithis» bill» to .,re-emphasize 
the rule of law; to say that, no matter wnat transactions take 
place, individuals affected by this legislation snould be entitled 
to have the remedy of the courts or, at least, if tney seek some 
remedy, to nave an opportunity to bring it before the courts. 


Right from day one when I read this legislation, and after 
Our meeting with Mr. Biddell, it always seemed to me that we 
Snould get back to the point that you are all honourable people, 
supposedly “acting ‘in’ good’ Ealthwr yet’ in)’ the®’processy, Geveryone 
seems ) tof want tori nave > protection They" donot. Gwant Savejudiorai 
review; they do not want to nave their acts cnallenged in any way 
Or second-guessed by anyone around. The response of the minister 
throughout this process has peen, "We nave to give the purcnaser a 
Gleartel tive a 


Iecan understand (that #cGive thes*purchaser a clear title if 
you want. We understand the provisions of the Bulk Sales Act and 
some of tne other provisions of the statute, but wny do you leave 
the registrar, your ministry, immune to any court review and any 
court action, except in very narrow circumstances? 


I have read your proposeaqd amendment. "NO action or other 
proceeding sSnall be instituted, and no judgement shall be 
enforced, againstv#the iregaistrars orvlianyone .facting amundesa the 
authority of the registrar for any act or omission o£ such person 
under “this fact, ¢xceptiion ansesaction  againstiihthe jiseqrstrar 
otherwise available in law," and it goes on and on, "as a result 
of any failure of the registrar to act nonestly and in good faith 
or’ to. exercise “tne degree’ oficare, Yailigences@ and® ski ingethat) a 
reasonably prudent person would exercise in discharging the 
duties," 


My God, you have narrowed it down to the point where you can 
only sue the “registrar” if you" "catch “him-actang = noweinegood faian 
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between 10 and 10:30 in the evening on December 24, 1984. You are 
putting it right down. 


I can understand why you would want to protect a purcnaser, 
Or why a purcnaser would say: "I need this Kind of protection it I 
am going to be buying these assets. I am taking on a heavy 
responsibility." Yet. he 1S not taking on tnat heavy a 
responsibility because all the soft assets are no longer tnere. 


However, I understand there is that potential; that the 
assets are diminishing and tney require public confidence and that 
people may be looking elsewhere. There are all sorts of pressures 
to Keep something that is viable togetner. I understand tnat, and 
I understand the purcnaser would want some protection. But I can't 
understand why you would want such protection under section 10 
wnich makes the government, through tne registrar and its 
official, basically immune from all court action and court review. 
This is what my colleagues and I nave been concerned about 
throughout. 


It is one thing to have unusual circumstances and it is one 
thing to have draconian measures to rectify those circumstances. 
But in the process, you nave said that not only are you doing 
that, but we can't challenge it or review it and the courts are 
Sow lided LEomeany —sOrt Of role in the process. That, tO US,. 6 
totally unacceptable. 


In my opinion, all your amendments do is narrow it down. If 
you keep your amendments along with subsection 10(2), you are 
giving nearly absolute immunity to the registrar, to the 
government. Under this legislation, any individual, even if it is 
someone who just wantsS an accounting, cannot get tnat. 


There may be nundareds of different circumstances wnere some 
individual rightfully thinks ne has been wronged. Tne area of 
review of the registrar, in our opinion, is mucn too narrow. I 
know that the Canada Deposit Insurance Corp. is putting a lot of 
pressure on everyone involved here to come up with this 
legislation, but [I cannot believe that in Ontario of February 
1983, less than a year after the Charter of Rights, we are 
bringing forward legislation such as this which excludes the rule 
of law. 


I ask my friends to consider this, because it is one thing 
to say that we nave to act guickly and we nave to satisfy, but I 
just hark back to the days of the War Measures Act. At the time 
people were saying, "It's undemocratic, it's unpatriotic to even 
think of opposing sometning like this." Tnat is tne same type of 
pressure that iS being brought on here. "We have to protect tne 
depositors, and the depositors nave to be protected at all costs; 
and damn the consequences, and the ends justify the means." 


I never thought the day would come when I would see 
legislation as far-reacning and as undemocratic as this 
legislation, especially in section 10. I for one, want to record 
my objection. 


My colleagues and I plead with tne majority or the members 


44 


of the committee to give this matter consideration. I) think ‘there 
is a way of achieving what you want to achieve witnout excluding 
the «rule of -laws« Lethinkwoyou are agoing |) too ft faty, faacdawourPpace 
seizing on the circumstances to exclude all activity by the courts 
and by the process of law in this province. I tnink that is going 
too? fare 


Mr. Cunningham: I 'can- recall ‘the “events! leading *cupi sito 
the enactment of the Charter of Rights. I am sure other members 
got tne samevkindrof mail slirgot;eparticularly, Crometne reaigescare 
industry, deploring the absence of protection of property rcights 
entrenched dn “the "Constitution sr sfor omy” (parti ei er eoreccearrera. 
those property rignts were not firmly entrenched in it. 


I must say, however, tnat I was occasionally inclinea, in 
the drafting of my responses to tnese letters, to say that wnile 
it waS not being included, and 1t was not intrinsic and endemic in 
the’ act, tnat “in a’country Like? Canada,” perhaps” the**inclusion,—-in 
a finite way, was not apsolutely necessary. 


I never thought for a moment tnat we woula find ourselves in 
a situation where,’ -tnrough discussion of Bill 2)5, ‘tor “wnatever 
reason, nowever altruistic and hnowever much it may be in tne 
interest of depositors and however urgent it may be, we would 
possibly be reguired, even momentarily, to trample on the rignts 
of others. 


I nave listened to tne debate that nas gone on here. I must 
Say that in many ways I am attracted to the view that has been 
advanced by the member for Sarnia and most certainly py tne 
Minister and Mr. Biddell, with regard to the urgency and to the 
package tnat we give tne purcnaser. To be fair about it, I can see 
that the purchaser would not want to be largely encumbered by 
sometning that would be in some aoubt. 


It is my own gut feeling--I do not think they are really 
getting a trip to the beach here--that whoever takes tnis thing 
over has ®thetr “work cut “out “for” them. “1 an mandrul ot aim orecunats 
So occasionally I find myself in a Situation wnere I can give you 
the penefit of the doubt with regard to the necessity to give the 
purcnaser something that is largely unencumberea. 


This particular section, however, is really frankly beyond 
comprehension. To remove the government, ana tne registrar 
Specifically, from review under the rule of law, except under the 
most narrow circumstances, is really, I think, exercising a little 
more elasticity, generosity--licence is probaply the pest 
word--under tnese very advecriculrcee crrctmstances, tnan woula 
normally be reguired. 


67ers 


I nope we reflect upon the powers we nave aS members of the 
Legislature. We could probably add anotner day to the week it we 
passed an act in tne House requiring people to drive on the other 
side*of° the road orto “paint ‘their’ houses’ pink.® Of Uccurse, - bi ewe 
were gueried, imuthatefashioneat nomerrint our sconstituenc tes for eat 
an all-candidates' meeting during tne course of an election, we 
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would say of course we would never do that, we're reasonable tolks. 


If, hypothetically, we were gueried in the last election as 
to whetner we would ever pring in legislation that woulda take over 
the property rights of a particular class--in tnis particular 
instance tne preferred snarenolders--witnout rule of law and 
witnout proper recourse, I would say it is inconceivable in what 
my good friena, the member for Wentwortn, Mr. Dean, says 1S 
free-enterprise Ontario. He purports to be a member of "the only 
party that tends to support free enterprise any more," end of 
guote. 


In summary, Mr. Chairman, I nave some difficulty with tnis, 
and I hope members reflect on the power we nave and the 
responsibilities that are attendant with that power. I honestly 
sometimes think I can maybe justify the previous protection that 
has been demonstrated here in the legislation and the necessity, 
maybe, to give that unencumbered package to whoever it may be. I 
find it a little difficult, but under the circumstances, I agonize 
over it. I'm sure other members have too. 


I ask the members of the committee to reflect upon this. I 
think we're really using a little bit of licence here that perhaps 
is definitely not in the public interest and is at variance with 
the rule of law. 


Hon. Mr. Elgie: Could I make a few comments once again. 
Let me emphasize that the rule of law really requires that you ao 
things in a lawful process. That's what's taking place here, and 
this act before tnis Legislature gives the legal basis for the 
steps tne government is proposing. 


I have pointed out in great detail wnat tne alternatives 
are. From our point of view, this is the only alternative which 
offers the kind of protection we aS a government feel we snould be 
offering to depositors and to others. 


We have to break section 10 down into two parts. Subsection 
10(2) goes to the heart of the transfer, by management or by sale, 
of an asset without possibility of that transfer being contested 
ine@sthe “court. 7Wve cableamderstandesthaty ‘and ato hasS,.been «the 
substance of debate in other sections of this bill. 


I want to remind you that section 1 originally gave the 
registrar exactly the same protection, if you want to use the 
word. Let's put it another way; it imposed upon him the same 
responsibilities to act in good faith that the present Loan and 
Trust Corporations Act does. Legislation imposes the same upon 
every registrar or comparable person in other ministries. There 
was nothing new or different about that. 


The government did say that, in view of the particular 
circumstances surrounding this situation and its proposed action, 
it was prepared to introduce, and indeed has introduced, an 
amendment, section 3, whicn imposes responsibilities on the 
registrar that go beyona the ordinary responsibilities he has 
under the Loan and Trust Corporations Act, under the ministry acts 
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and throughout all otner ministries for comparable roles by other 
public servants. 


It goes beyond tnat and says, "Not only must you act in good 
faith, but you must display a degree of care, diligence and skill 
that a reasonably prudent person would exercise in discharging the 
duties and responsibilities of the registrar in comparable 
circumstances, having regard to the public interest," exactly the 
same responsibilities placed on directors of corporations under 
the Business Corporations Act. 


I.say to you that, irather thany isolating, and hivingeswtt fang 
protecting the registrar in an unusual way, ne has imposed upon 
him, under the amendment proposed, responsibilities and 
Obligations which he does not carry under other legislation. So I 
cannot agree with the position you have taken, for the reasons [I 
have said. 


Mr. Swart: I find some compelling arguments put forward 
by the member for Ottawa East (Mr. Roy) on this particular issue. 
I also welcome the proposal of the minister under subsection 
10(3); the minister has eliminated some of the worries I would 
otherwise have. It certainly modifies the section so that the 
registrar would have to accept some responsibility. 


What bothers me is that if we leave subsection 10(2) in its 
present form, or even subsection 10(1) in the form as amended by 
the minister, it looks as though there can be no change in what 
takes place. There can be no remedy to actions taken by the 
registrar under subsections 10(1) and 10(2). 


I have some concern that there could be no remedy if the 
registrar was to be found at serious fault under the proposed 
Subsection 10(3). I guess what I would like to do is ask somebody 
here to address that very real problem. 


Is the government saying in its proposed amendment--you will 
Zorgive. me «for sbringingoithem rintosethis7e buthndkythinks we ghavemtco 
look at the alternative that we have before us. IS the government 
really saying that, regardless of what may happen to the 
registrar--if he was at fault resulting in even some criminal 
action perhaps--that nothing under the agreement could be changed 
with regard to the sale and the assignment? 


Nothing would be changed there? Nothing could be remedied? 
Nothing could be rectified, regaraless of what error or action in 
bad faitn mignt have been taken by the registrar? Do I make myself 
Clear? If so, I would like to have an answer to that guestion. 


HON eas Elgie: I swouthdysaremindiscyou) *thates thess+sade, 
assignment or transfer of tne distribution is not the job of the 
registrar. It has to be approved by order in council, which means 
the executive council takes that responsibility in an appropriate 
legal process in a democratic society and accepts the obligations 
imposed upon it. 


Mint Swart: Perhaps I can reword that question. In 
Subsection 10(2) it says no action can be taken by any person 
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other than the registrar, regardless of what justification tnere 
may be. Nobody but the registrar can initiate action in any court 
to rectify situations, transfers of properties and all the rest of 
it, which might have been, perhaps not illegal, but certainly 
inappropriate. 


Hon. »-Mr.-.Elgie: Only the registrar can initiate that 
review, that's true. Only the executive council can authorize a 


sale, assignment or transfer. 


Mr. Swart: Perhaps I can go a bit further. Under this 
act..and., the supreme authority that the registrar and the 
Lieutenant Governor in Council nave, I cannot imagine anything 
taking place that wouldn't be legal. In case there was something, 
why should somebody else not be able to initiate that? Some other 
interested party? 


Hon. Mr. Elgie: I understand what you are saying, but 
your argument 1s getting a little circular. At the very beginning, 
when we talked about the proposed amendments to section 3, namely 
clauses l(a), 1(b) and l(c), you agreed. 


You are on one side of the fence or the other on this issue. 
You either agree that a title has to be passed and cannot be 
contested by outside persons, or you don't. What we are saying 
here. 1S that 1£ perchance something should arise, then the 
registrar may have the right to do so, put not others, because 
that puts the whole transfer of the title in jeopardy. It makes 
the whole purpose of the act null and void. 


MrvesSwWwett: With ~due ) respect,..1 think»s.you, Nave. distorted 
vim DOSLULOn aaWhal. i tewagainst. iS changing this .act..so. that it 
would not be possible for the ministry and tne otners involved to 
proceed expeditiously under the laws provided by this act and 
provided by all other acts. 


If an unlawful act were taken, should not somebody other 
than just the registrar be able to cnallenge that? 


Bessie). Mss 


Hon. -Mr. -Elgie: We are getting to the very essence of 
the issue. Either you can attack the sale or you cannot. Here 
we're saying that in tne event there is some guestion to be raised 
about it, the only person who can do that is the registrar. If he 
makes an error that comes within subsection 10(3), then he is 
accountable. 


Mr. Conway: I'm no lawyer, but I think that language is 
pretty unlikely to provide any kind of real remedy in that 
connection. 


Hon. Mr. Elgie: It is the same remedy that is imposed on 
the directors of all business corporations, section 142 of the 
Business Corporations Act. 


Mr. Roy: The minister prides himself as being one who is 
fair, judicious and objective, put he doesn't seem to see anything 
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grossly wrong with what he is putting forward in this legislation 
as we talk about the rule of law. 


I don't Know the intent of your amendments. I don't know if 
they were to enlarge the access to individuals wno considered the 
registrar may not have acted in good faith. I have not heard what 
the purpose of the amendments was, but if tnat was the purpose, it 
seems to me that, if anytning, the amendments further restrict and 
narrow the access to the courts by individuals. 


Let us just look at this briefly. I have not heard too many 
people object to your subsection 10(1), your amendment which 
basically says that you cannot get at the purhaser. The purchaser 
is acting in good faith, ‘no matter what ‘happens. There “can ‘be™no 
actions or proceedings. You cannot get at the purchaser. We 
understand that. 


However, then you go on to put in subsection 10(3). Before, 
in subsection 10(1), you could get at the registrar. His defence 
was that he acted in good faith. Now you are going even further. 
You are saying tnat the registrar's good faith 1S protected even 
more. 


The only way you.are going to get at tne regiStrar here is 
if ne committed gross misconduct, gross negligence or +something 
along that line. What you've done is to say he acted in good faith 
and exercised the degree of care and diligence that a reasonably 
prudent person would exercise in discharging the duties and 
responsibilities in comparable circumstances. I get back to my 
Original point. If anything you have narrowed that down. 


To further complicate matters in this wnole process, you 
keep subsection 10(2), which says that they have all kinds of 
immunity. If they want to do something else, the only one who can 
initiate any review is the regiStrar. 


Whati..a hopeless conflict’) that is» Ti there “is ~something 
grossly wrong, the only person who iS going to be able to get at 
in a very® narrow ‘situation Vis whe SOregistrar. ise he | goingeecs 
initiate something against himself? 


I'm saying that that's the type of conflict and hopeless 
situation) we are caught up’ in here. That's just-not right.Protect 
the purchaser. Keep your subsection 10(1), your amendment, but 
please don't narrow the avenues for an individual. Don't narrow 
the situation like you do in subsection 10(2) by saying that the 
registrar is the only one who can initiate the action. Even at 
that, you can only get at him in very narrow circumstances. 


I don’t) know: what, yous intended toyedo, Sibut—owrth==chis 
amendment you are making it virtually impossipnple for anyone who 
may have some problem or seek some remedy to have any access to 
the courts. Given, the circumstances o£ this whole sorry’ affair, 
you don't reguire that sort of power. You are taking advantage of 
the panic, the pressure and everything else to close the door on 
the rule of) law. (That's going too far. 


Mr... Renwick: Mro Chatrman, ‘within “the” cone ines. ore. tne 
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government position on the bill up to this point and the bill we 
now have up to and including section 9, we have no alternative but 
to leave in subsection 10(2). You nave to protect the integrity of 
the transaction against attack. Otherwise the wnole framework of 
the Canada Deposit Insurance Corp. being available to have funds 
to enable the depositors and trade creditors to be paid would be 
in very significant jeopardy. 


I think you have to have the amendment whicn the minister 
nas moved for Subsection 10(1) of the bill. Then it comes down--at 
least in my judgement--as to the preadth of language proposed, 
assuming for a moment that you are agreeable that the minister's 
amendment to subsection 10(1l) and subsection 10(2) as it presently 
Stands, stand aS part of the bill. 


The problem your amendment poses to us iS whether or not we 
accept your amendment or the minister's amendment as subsection 
10(3). When you come back again to the guestion of the integrity 
of the transaction, the problem with your amendment is that as 
soon as you talk about at law or in eguity, you raise the guestion 
in equity of tne injunction against the transaction. You're locked 
into the guestion that you nave to protect that transaction. 


I'm not going to spend a lot of time gquibbling about the 
Minister's proposal on subsection 10(3), but I would have 
preferred to see it worded directly, "Nothing in tnis act shall 
prevent an action against the registrar otherwise available in law 
for the recovery of damages incurred as a result of any failure of 
theiiregistrar to: act honestly and in good faith," and so on. 


I am satisfied with the last words there, the duty usually 
imposed in modern statutes on a director. The test is real. Mr. 
Roy may not think it's real, but it is a very real test and it's 
been subject to a lot of refinement over a number of years to try 
to get an accurate statement of the responsibility of a director 
anadiigingithas: Jicaseoithes lregistrary actingirfine:the ccapacity - that's 
established under the act. 


I think the minister's amendment is carefully drafted in the 
sense, that <it's «an» ,action against the .registrar.. “otherwise 
available in law for the recovery of damages." That excludes the 
possibility of somebody bringing an action in sometning called 
eguity to enjoin the registrar from the transaction. Within the 
narrow limits which the government nas made available, I think one 
has to accept that particular transaction. 


I think you have to accept the proposed amendment of 
Subsection 10(1) which will come in a moment or two, I assume. I 
think you have to accept subsection 10(2) and you have to accept 
Subsection 10(3) ino.ordere tof protect(ethe “integrity of: the 
transaction and still leave the registrar open to be attacked in 
the courts on grounds which appear to me to be quite reasonable 
and proper. 


6:204pD.Ms 


I say that entirely within the constraints of the position 
that we've taken from the beginning. Once the government made up 
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its mind that it wasn't going to stand behind the depositors or 
the’ creditors “of -«-thel? company “or / the SpersonsOianeoct ideaiary 
relationships and turn to tne Canada Deposit InSurance Corp., they 
were stuck with the conditions imposed by the CDIC. 


For uS now having passea nine sections of the bill to accept 
your amendment which would delete subsections 10(1) and 10(2), is 
simply, to my mind, a last-gasp attempt to destroy the guts of the 
bills. One reflect ton 2: el cctiiink Svoowwwouldgenave’ to “accept “thar 
position. I accept the minister's amendment for subsection 10(1) 
and I accept subsection— 1042) masieite now ievands inmate toieieans 
would have preferred a more positive statement in supsection 
10(3), but I cannot accept the Liberal amendment because of the 
injunctive possibilities which remain in their amendment. That 
would, again, attack the integrity of the transaction. 


Mr. Mitchell: I would honestly have thought that we were 
recognizing(@a “Shortcoming, “1 fP«you twill, sidh« thes iedis latrongam 
section 10 and were moving in the direction that the member for 
Renfrew North (Mr. Conway) would nave us go. I think we have made 
the registrar accountable and I really cannot appreciate why the 
necessity of proving that he did not act honestly or whatever is 
not a valid coverage in tne amendment we propose to introduce. 


Frankly, we feel we have tightened up in section 10. We are 
allowing for an examination where certain conditions haven't been 
met. I don't think we are prepared to go beyond that. 


Mr. Roy: I would just like to make one comment before we 
leave this, because I tnink it's extremely important. I would 
expect nothing more from the member for Carleton. With regard to 
your " COMmmMenES VEthroughowvts? andi certainlky “tons thie s Weqistatizon ,yer 
would have expected nothing other tnan what you've said. In a 
sense, it's somewhat superfluous. 


I am Surprised, frankly, by the statement by the member for 
Riverdale. I would have thought, Knowing his inclination in the 
past, tnat he would have understood and would give some 
consideration to the abridgement of the due process and the rule 
of law in the combination of all these amendments. He is quite 
right that Our amendment will open the door and change all of that 
in the other sections of the bill. Given what has preceded in the 
Other sections, it's obvious that we have to propose something 
that is guite wide-sSweeping. 


I can see his concern, but I cannot understand why he would 
then proceed to give the minister carte plancne, all under the 
guise "that you've “gots itorprotect’"*the : itransaction.atiegcant see 
protecting the purchaser, but why he would want to give such very 
nearly absolute immunity to the registrar is beyond me. 


Mr. Renwick: We are not giving immunity to tne registrar. 
Mr. Roy: You are. 


Mr. ‘Renwick: ©tYou thave tito protect the integrity ofsSthe 
transaction: 


one 


Mr. Chairman: Order. There being no further discussion, 
Shall we vote on Mr. Conway's amending motion regarding section 10? 


All those in favour, please raise your hands. 

All those opposed. 

Motion negatived. 

Mr. Chairman: Now we shall move on to subsection 10(l). 


Mr. Mitchell moves thnat subsection 10(1) of the pill be 
Struck out and the following substituted therefor: 


(1) No action or other proceeding shall be instituted and no 
Judgement shall be enforced against a purchaser or a substituted 
fiduciary or a person who nas entered into an agreement with the 
registrar under section 3 for any act or omission of the registrar 
under this act. 


Mr. Mitchell: What we have done in this is merely move 
the registrar and created a new Subsection 3. 


Mr. Chairman: We nave had some comments’ before. Are 
there any comments other than what has already been said? 


There being none, all those in favour of Mr. Mitchell's 
amendment to subsection 10(1), please raise your hands. 


All those opposed please raise your hands. 

Motion agreed to. 

Mr. Chairman: Shall subsection 10(2) carry? Carried. 
There is a new amending motion. 


Mr. Mitchell moves that section 10 of the bill be amended by 
adding thereto the following subsection: 


(3) No action or other proceeding shall be instituted and no 
judgement snall be enforced against the registrar or anyone acting 
under the authority of the registrar for any act or omission of 
such person under this act, except an action against the registrar 
otherwise available in law for the recovery of damages incurred as 
a result of any failure of the registrar to act honestly and in 
good faith or to exercise the degree of care, diligence and skill 
that a reasonapdly prudent person would exercise in discharging the 
duties and responsibilities of the registrar in comparable 
circumstances having regard to the public interest. 


Is there any further discussion in regard to this? 


Mr. Roy: Why didn't you add in there that unless the 
registrar is caught in a leap year going on the right side of the 
highway, he may be subject to something? 


3 ts 


Mr. Conway: I ‘can*t) imagine, Mr. Chairman, that the 
parliamentary assistant to the ministry under guestion and under 
great pressure, would pe animated by any desire to protect many of 
the people who have created tne seventh fiasco in the past 10 
years or 15 years. 


Mr. MPcohe lie: Mr. Chairman, with respect, would you 
agree the registrar was not covered in tne initiat drafting? What 
we have done, really, is included the registrar in here. Surely, 
to do otherwise than to» put’ in the conditions: of acting honestly 
would be wrong. 


Mr. Chairman: There being no- further discussion, all 
those: -ine-favour “Gf | Mcrae 4Mitchelavewadditionste be subsection LLONS)y 
please raise your hands. 


Those opposed please raise your hands. 
Motion agreed to. 

Section 10, as amended, agreed to. 

On sectionrias: 

Mr. Renwick: Mr. Chairman, on section ll-- 


Mr. Chairman: Tnere must be some amenament that I don't 
nave. 


Mr. Renwick: No there is no amendment, just a comment. 


Mr. Roy: The brief comment I want to make about section 
ll is: having given yourself all that power and that immunity 
which I have talked about earlier under this bill, you go one step 
further in section ll--sort of the coup de gr&ce--and say that the 
Lieutenant Governor in Council may make regulations authorizing 
all. suche acts vor’ thingsenotspecificallyeprovidedmMtorianvVeniscact, 


Generally speaking, when you have regulations, you give tne 
parameter of the regulations. You can make regulations to do this, 
this, this and this, and you enumerate them. In this famous piece 
of legislation, once again it is a carte blanche. That is in line 
with what we have seen earlier in this bill. It is going too far 
and I am concerned about it. 


Mr. Renwick: I have a guestion on this that I would like 
to ask the legislative counsel. IS there a precedent for this? 


Mr. Revell: Yes, Mr. Renwick. 
Mr. Renwick: “Which*® act “‘would*“1t “be~ in?7-S5t “ws =not**Ccommony 
is it? 


Mr. Revell: It is not common, but there are several acts 
such as the regional municipalities acts. I believe the recent 
Parry Sound legislation, the archipelago legislation, contains 
provisions similar to that. 


Se 
Mr. Renwick: You mean up where the Premier's cottage is? 


Let me be guite specific about this. I thought that when we 
granted power to regulate, we were delegating for the purpose of 
legislation aenTRiss. says, POS A00 cds. CES "not specifically 
provided," not just aS are necessary or advisable to carry out 
effectively the purposes of the act, but "in the opinion of the 
Lieutenant Governor in Council." That is unusual language so far 
as the normal provision of the regulatory power of the Lieutenant 
Governor in Council is concerned. 


Mr. Revell: Normally specific powers would be spelt out, 
but I think that even, with-- 


Mr. Renwick: However, the language "necessary Or 
advisable to carry out"--normally, when you enumerate them all 
there is a catch-all at the end. 


Mr. Revell: Yes, but the catch-all comes at the 
beginning. The occupational health and safety legislation, for 
example, contains a very broad regulation-making power and then it 
goes on, "and without limiting the generality of the foregoing." 
Then there are about 25 regulation-making powers. 


Mr. Renwick: I do not think I would have raised the 
guestion 1f you did not have, "in the opinion of the Lieutenant 
Governor in Council,” in that clause. 


MU hevelicsa. i WOULGEIpOINe .OoUuc thateeszt has; to be within 
the purposes of the act. The purposes of the act are spelt out in 
Ssectiow 2 fithneebill. 


Minty Chairman: Thank you. There being no further 
discussion-- 


Mie Rove. suust, On, chat /— point; I nave discussed this 
particular provision witn legislative counsel and it is very 
unusual. Tnere are not many statutes with that particular 
provision. Mr. Renwick makes a point. 


When I first read that, I thought, "My good Goa, that seems 
to be contrary to the purpose of regulations." In any event, it is 
done, and I do not think you could make this bill any worse. 


Mr. Cnairman: Thank you. Are there any further 
amendments with regard to sections 11 to 13 inclusive? 


Section ll agreed to. 

Sections 12 and 13 agreed to. 

Bill 215, as amended, reported. 

Mr. Renwick: Mr. Chairman, I would like to comment that 
we nave just had a remarkable experience. The minister, with great 


skill, has avoided having his deputy or the registrar answer any 
guestions of any kind with respect to this bill. 


54 
Mr. Chairman: Thatcas correct: 
Mr. Renwick: Tnat is quite an achievement. 


Hons, Mr. “Blgte: "ri youw "noticed “-vesterday,” *I “ald> jus t--the 
reverse. So it 1S this way one day, that way the other day. 


Mr. Renwick: You were giving all of these powers to the 
registrar-- 


Mr. Chairman: Before you leave, it has been agreed 
between the three parties that we will not meet tomorrow, but that 
we will meet on Tnursday following routine proceedings, and on 
Friday with regard to the two private pills: Kitcnener on Tnursday 
and North york on Friday. 


The committee adjourned at 6:33 p.m. 
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Consideration of Bill Pr33, An Act respecting the City of 
Kitchener. 


Mr. Chairman: Ladies and gentlemen, we now nave a quorum 
in place. Mr. Elston, you may stay as long as you wish. 


We gre there tCoreview Bill rers3,;° An Act respecting the City 
of Kitchener, which was referred to us by the House on June 24, 
1982. I might point out to the members of the committee that the 
clerk, at my instruction, sent to you on November 22 and December 
13 last resolutions from nine different municipalities, each 
Supporting this bill of the city of Kitchener. Those are Kitchener 
itself, Gloucester, Guelph, Sarnia, Waterloo, Woodstock, London, 
Orillia and Nanticoke. 


You also shave’ in front. of you exhibits 10 and 11, which are 
from the cities of Oshawa and Trenton, both similarly endorsing 
this private bill. 


I might also draw your attention to the fact that the city 
of Cambridge is represented here. Cambridge is very interested, 
being one of the early cities involved in this in the spring. Mr. 
Colin Knowles, the bylaw enforcement officer, iS here as a 
Spectator and perhaps to take part in the proceedings as he may 
see fit. 


I think that is all--one more thing. About two weeks ago the 
clerk, again at my instructions, contacted Mr. Crane, who was the 
solicitor for a group--I don't remember their exact name--which 
was in opposition to tne Windsor video-game bill. I understand 
from the clerk, through» .the secretary in his office, that. Mr. 
Crane has not received instructions to appear. Therefore it is 
likely that he will appear here for that group. 


We also contacted every group tnat had expressed interest in 
thesiomtve.<of Windsor. bill,, with. the .exception of the city. of 
Windsor itself. I tnink that was the city of Woodstock and perhaps 
the city of Cambridge. Am I correct? Sorry--and the city of Guelph. 


Those have all been advised that this was going on and, as I 
Say, the city of Cambridge is the only city represented here today 
except for the Kitchener people. 


Mr. Sweeney: That should tell you sometning. 


Mr. Chairman: I never assume anything. 
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Interjection: Which way does it tell you? 
Mr. Sweeney: Nothing but Support. 
Mr... Chairman: .Univetsal suppor cys 1sitnatr ice 


Tne witness today is from the city of Kitchener, the city 
solicitor, MreoWallace..Mr.. Marshall “is witn “him ine cront. of us. 
Would you gentlemen maybe get into the middle where we can all see 
you. Mr. Breithaupt is blocking you out. 


Mr. Breithaupt: EL ywwouldn tt. want tO Pde that. PLY 
certainly sit back and allow natural justice to take its course. 


Mr. Swart: The chairman just can't stand to see anybody 
sitting to his left. 


Mr. Brandt: Jim, you're very accommodating to the home 
town team, aren't you? 


Mr. Breithaupt: I try to help them whenever I can. 


Mr. Chairman: Mr. Wallace, would you carry on, please. 
May I say Mr. Rotenberg, the parliamentary assistant to the 
Minister of Municipal Affairs and Housing is here, representing 
tne minister. Mr. Wallace, carry on, please. 


Mr. Mitchell: Excuse me. I just wish the chairman 
wouldn't use those words "carry on." Perhaps "proceed" would be 
bectrcer. 


Mr. “RovenbDerg: I" preter (C0, Carry ol. 
Mr. Mitchell: You always have, David. 


Mr. Wallace: I would just like to Say that we received 
the notice to be here today about 9:50 a.m. yesterday. I attempted 
to notify as many people as I could who had expressed an interest 
in being here when this matter was originally scheduled for the 
previous week. Fortunately, Mr. Marshall could be here, but 
unfortunately other people who had expressed an interest to be 
here just couldn't make it because of the short notice. They had 
other things that they couldn't leave, such as their employment. 


Alderman Christie of the city council had wanted to be here, 
and certainly has expressed his regrets to me over the phone that 
he couldn't be here. He is quite concerned about the ability to 
regulate video-game arcades or video games themselves and had 
wished to be here to be some representations. Mr. Marshall is here 
aS a resident of the city and wishes to make some submission 
himself, if you care to hear nis submission. 


I nave filed with you a brief that incorporates the material 
that was submitted to you originally with respect to a private 
bill £o0r the city of Windsor. Tt ancorporates a Copy OL Brel PLos, 
which is before you today, and also incorporates the submissions 
made by the city “of Kitchener “with respect (to fel. i9)., wool e. 
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understand is still under consideration by your committee. Those 
are all in the appendix. 


In addition to that, I have a three-page statement, I think 
addressing the principal concern of the ministry. I will come to 
that in a minute. 


In addition to that, you have before you the case that 
actually precipitated tne city of Windsor bringing its application 
for special legislation. That was a decision of his honour Judge 
McMahon on November 7, 1979, in the county court of the county ot 
Essex. They had a bylaw which they thought came under the section 
of tne Municipal Act dealing with places of amusement anda would be 
able to stand up as a regulation for video games under the heading 
of places of amusement, but the judge thought otherwise and 
declared that their bylaw was ultra vires. 


Faced with that, Windsor decided, I guess, that they had 
better apply for special legislation. Having done so, the city of 
Kitchener felt that they would like to follow that. 


As you know, the city of Windsor has had to fall by the 
waySide because they are more concerned in getting on with the 
rest of the matters in their private bill. Having had the matter 
adjourned by this committee, tney decided to drop the provisions 
on the video arcades and obtain your approval of the latter part 
Sietiet Geshe SOmeLC wceeslet tas tO. tne. Cli. OF -RICCoener. 0G 
proceed with this private bill application. 


I refer you especially to the sections of Judge McMahon's 
decision on pages 9 and 10. He refers to the case Love and the 
city of Oshawa and he feelS he is bound by that. In that case, 
which is referred to on page 8 of the judgement, it refers to a 
bylaw that Oshawa had passed, dealing with mechanical pin tables 
Or mechanical games or mechanical amusement devices. It goes back 
to 1940. 


Bech inkwiters. SIONILICant .that -1t..go0es, back <«o,. 1940. because 
they were really dealing with situations that arose in the 1930s 
with pinball machines, and I refer to that in my submission to you. 


Mr. Rotenberg: Mr. Wallace, if I may interrupt for a 
moment, maybe to assist you. The ministry has no objections, as 
such, to the licensing of video-game parlours. It 1S the extra 
clauses or the extra powers you want over and above the general 
licensing provisions wnich are in doubt. 


As for a method of getting around the court case you 
mentioned, whether a video-game parlour is a place of amusement or 
not, I might indicate there is no objection to allowing the city 
of Kitchener to license video-game parlours under the present 
powers of the Licensing Act. The objections I will get into later 
are on the problems that I indicated are the areas and the age 
problems, but not the actual licensing of video-game parlours. 


I would suggest that possibly you don't have to push that 
point too much because we also have this court case ana-- 
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Mr... Wallace: It willeajusterttake “at. then that you have ‘the 
case before you-- 


Mr. Rotenberg: We have seen the case and-- 


Mr. Wallace: --which precipitated tne wnole matter 
coming here. 


Mr. Rotenberg: Bill 11 would have allowed you to license 
pinball arcades without any problem, so I have no objection to 
including *“ that ~in *some’*"form *ore*™*"Oeners \ ain t-specrric s*géreral 
legislation ‘as” »farn tas-) the-=licensinga of = {pinball varcades iis 
concerned. It is the other powers that cause us concern. I speak 
for the ministry. 


Mr. Wallace: Unfortunately, I have the same reservations 
that your own members had at the time they adjourned Windsor's 
bill to. see what: you) did with Billedd. Alisiemaveiito say isethatad 
wait with bated breath for Bill ll. 


Mr. Sweeney: You'll have a long wait. 


Mr. Wallace: With respect to the other material which I 
filed .with .you,” you, will ,notice (that “there ~ista:imemo. from Mrz 
Snow, our traffic and parking services director, to myself about a 
park'n bus token promotion. Again, this indicates how this 
business of the video games has evolved. It has evolved from being 
operated by coins to being operated by tokens. 


I want you to be aware of what is transpiring in thnis whole 
Matter because the tokens, I think, are an indication that the 
games are going the same way that the operation of pinballs went 
in Cher vious. 


Ts Deg ie 


The memo from Mr. Snow indicates that a lot of the tokens 
being sold by the video operations in town are being used in the 
parking meters and probably will also be used in the future in our 
bus system. 


Mr. Brandt: Excuse me, are they all the same size? 


Mr. Wallace: Yes. I have a sample here which [I will pass 
around to you. This is only one of three cards of these and every 
one of these will be accepted in Our parking meters. The ones that 
look like quarters--there are some on another card [I have. I 
didn't bring them all here. Some of them are different sizes; most 
of them are this size. 


There is a video-game parlour in town called Outer Limits. 
It has a game token and we have found 362 of those tokens in our 
meters. The numbers on all these indicate the number we have 
found. The two other cards are the same. Some of the tokens are 
slightly smaller, but they also fit in the meters, and they are 
all showing up. 


I gather this iS a very prevalent problem. We had phone 


5 


calls this past week from Guelph. We were asked, "Are you running 
into tnis problem?" We said: "Where have you been? We have had the 
problem for quite a while." Some of the video-game parlours in 
Guelph are just now converting to tokens. I understand North York 
tshisPAtche DHovreteont somo this sit iwas one»-of) the « first. tos-have 
tokens in its operations. If you would just pass that around, you 
could have a look at it. 


Mr. Brandt: They would be the size of a quarter and I 
would assume they would have a value within the games parlour, or 
whatever you wish to call it, of a quarter; could you redeem it 
for that amount? 


Mr. Wallace: If you look at the second paragraph of the 
memo to me it says: 


"The majority of these tokens are identical in size and 
colour to ours, i.e. they are gold quarter-sized tokens, which in 
our facilities have an equivalent monetary value of 25 cents. One 
of the video operators was originally selling these tokens at a 
rate of six for $l, and at one point, as a result of an obvious 
price war between these operators, they were selling tokens at 10 
for $1. One of the operators has contacted me, namely Mr. Lyle 
Clarke, and he himself has expressed concern with respect to the 
discounted coins which have found their way into his machines, 
including a pay and display parking unit and vending machines. He 
haS approached thiS particular discount operator and that 
individual has refused to buy back the tokens from Mr. Clarke at 
the value for which they were used, i.e. aS a quarter." 


Mr. Rotenberg: May I ask you a question, because I 
understand your point? By adding the words "coin operated" to 
"token operated", under what section of existing legislation would 
you have the power to regulate the size or type of token being 
used if we added those words? Do you think you would then nave the 
power to say to a video-game operator, "Thou shalt not use a 
token, or thou shalt not use a token unless it is--" 


Mr. Wallace: No. The reason foresspucting in "token 
operated"--if you give us power to regulate "coin operated," I am 
sure the chap will come back and say, "I don't operate it with a 
coin, I operate it with a token." 


Mr. Rotenberg: The term "coin operatea" doesn't give me 
any problems. What I am wondering is now would you tnen, or under 
what section of what act would you then be able to say to a 
token-operated parlour, "You cannot use these size tokens because 
they are being used fraudulently in our transit system or 
something else." 


Mr Wallace: I aon't think that is what we are 
addresSing. The mere question we are addressing by having "token" 
added as well as "coin" is because the use of tokens has overtaken 
both Windsor and-- 


Mr. Rotenberg: The term "coin and token operated" gives 
us no problem. 


Mr. Wallace: I think there's another proplem. I think 
what you have now--the machines that accept these accept those 
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with a milled edge and they drop and they operate by gravity; the 
machines will take anything. It iS very, very expensive to turn 
around and back up at all our parking meters. 


In - conjunction® with -this;? Dl want’) tonostressissto you gtihe 
problems that are evident. I really feel that with the approach 
you have made in the past with Windsor, with all due respect, the 
problems that are coming to the fore, especially in the United 
States, and will be here if they are not already here, should be 
addressed. I am saying that if you do not do it for us in this 
bill; «then tié6r Pete sesake, Adowi teinve ress. 


Mr. Mitchell: cbivapologize. Perhaps? Is haveg@amissedueene 
point the parliamentary assistant was making, but as I understand 
it, he said that they had no difficulty with the licensing. I fail 
to see then where there is any conflict with this bill. 


Second, I quite clearly understand what is being said. If we 
pass a bill which simply refers to coin-operated equipment, if 
they all switch to tokens, then they cease to have the control 
under the licensing bylaw. It iS not an attempt to try to resolve 
that other issue of tokens in the machines and so on. 


Mr. Sweeney: That's another issue--to be resolved some 
day. 


Mr. Mitchell: That is another, separate issue. 


I have difficulty appreciating, after hearing what I think 
the parliamentary assistant said, when he said that he has no 
objection to the licensing, what the problem is. Wny do we have a 
problem? 


Mr. Breithaupt: I was just going to inguire, since that 
is no doubt going to be the theme of the reply that Mr. Rotenberg 
may make on behalf of the ministry, whether it would be more 
useful to have Mr. Wallace review the three-page submission as to 
how the city sees its needs, and then we would hear from Mr. 
Rotenberg. The matters of areas and age that are part of 
Subsection 1(3) are the important differences that the ministry 
has. 


Mr... Mitchell: That is the dreasom sam iquitessprepered . (to 
deal with it as expeditiously as possible. I was just somewhat 
Surprised by the comments and, on reading the bill, I do not see 
where the disparity lies. 


Mr. GWalbacesk & netviewisot sthaty moby widdoo9gondd imecthyosimeto 
the submission I have. I have gone over this before with the 
committee and you have heard previous arguments on the matter. 
They are reprinted in my submission. I am just going to read what 
I submitted to you. 


The Opposition to the city's submission made by the ministry 
1s principally based on the argument that zoning is the main power 
which the municipality has, and therefore special legislation is 
not necessary to control location of video-game arcades. However, 
this argument, when applied to the introduction of video games to 
a community, is fallacious for a number of reasons. 


One, video games are extremely popular and entertaining for 
young and old and are already well entrenched in most communities 
regardless of zoning. Thnerefore, to pass zoning bylaws now does 
not really deal with an existing use. If anything, it entrenches 
the existing use further, by tacitly recognizing that there is no 
other way to deal with the location of such operations. 


Mie’ Dvechelic™iMay S1i..<cinterrupt?), Ihashave «one ‘-particular 
guestion. What you are saying is that by zoning you would 
effectively have nonconforming uses in any event? 


Mr. Wallace: That is correct. 


Two, most video games are located within commercial areas 
downtown, in shopping centres and in neighbourhood plazas and 
convenience stores. In fact, this is where they should be from any 
common sense point of view, as well as a planning point of view. I 
did not mean any slur there, although it seems to come out that 
way. 


Where a downtown area may be suffering from a large number 
of vacancies, then the landlord can lease to an arcade to help pay 
his taxes--and this is, in fact, what is happening. On the 
downtown streets in Kitchener there is one after another of these, 
and we have recently had a lot of stores closed. It is a part of 
the problem. With the downtown changing in character and the 
general economy, we are having a lot of arcades locating in the 
commercial area. I think it is asinine to say that these things 
Should be out in an industrial area or should be in any other 
area. If you are going to have them at all, I think they have to 
be in a commercial area. If you were zoning them, you would zone 
them in a commercial area. 


That “Is "“notiethe problem.) «The problem is ‘that ,once you get 
them, how do you then make certain that they are properly 
administered and controlled and that they are not open to all 
kinds of abuse? That is the point that has to be addressed in a 
licensing regulation and the power to license. 
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Since video games are going into areas where they would be 
accepted from a planning point of view, then zoning, as far as 
commercial areas are concerned, is irrelevant. What is relevant, 
however, is the immense popularity of the arcades. They act as a 
Magnet to attract many young people with time and money. The 
arcades do make a lot of money. 


I have something further to read to you because I think it 
is important for you to know how much money they do make. 


Such a magnet in a commercial area can be, and often is, too 
near a scnool. Zoning cannot deal with it and, in fact, will 
entrench and increase in value such existing businesses, but 
regulations to curb abuses in all video-game arcades and to 
eliminate those too close to schools will come to grips with the 
real problems, and there are problems. 


If the operation is not managed by mature and responsible 
people, it can become a hang-out for undesirables who will be sure 
to be there to take advantage of the young. If the young can be 
there at all times of the day and nignt without mature guidance, 
then this is a further reason for those who have ill intent to be 
attracted to the arcade. 


Some honourable members scoff at these concerns as being 
reminiscent of tne concern years ago about pool halls. If members 
care to recall the whole history about pool halls and pinball 
machines and slot machines in connection therewith, they will 
remember that both slot machines and pinball machines were an 
attraction to the ‘young at” that time. ‘Also, ‘these * machines 
developed so that they operated on slugs. These slugs in turn, on 
occasion, were redeemed for money. The whole operation evolved 
into gaming, which the police found almost impossible to control. 


Eventually the Criminal Code was amended to include pinball 
machines and slot machines aS gaming devices and they were made 
illegal. Only very recently was the Criminal Code amended to take 
the prohibition off pinball machines, presumably because they no 
longer paid off in slugs, but gave free games. 


However, technology has overtaken us all and the new popular 
machine is the video game. It has started by giving free games and 
has” established~! its “popularity ' +-in’ all Ysorts Saof9? commercial 
Operations, including pool halls. But--guess what--an interesting 
development has occurred. Now they operate on tokens, i.e. Slugs, 
which you buy from tne operator. How long before these too become 
gaming devices, if they have not already? Certainly the population 
has not taken long to catcn on to the fact that tokens can be used 
in city parking meters; we have turned up some 498 in the last six 
months. 


Gentlemen, I Submit: scthattlallMet thet? *abuseswvret  spopular 
entertainment machines evident in the 1930S are a potential in the 
popularity of the video game. The machine itself is wonderful, but 
the potential for abuse by those who manufacture, distribute and 
control ait si) there sandimust te tregulatedmiezoning Ris wnoti athe 
answer. Comprehensive regulations are. 


Leading from that, I commend to you this book. I have not 
reproduced it for you because I do not want to get into trouble 
with ‘the “American® »PLlanning™ “Association Pa tore icbreaking their 
copyright. It is called Regulating Videogames, by Martin Jaffe, 
American Planning Association. They treat the various aspects of 
it, both from the point of view of zoning and from licensing. 


The zoning technigues in the United States are different 
from here in many respects, but they do go into the licensing 
aspects I am trying to go into. At the back of this, they have an 
appendix which 1s written by a lawyer in the United States, Edward 
H. Ziegler; Jes Obe sks alisprofessor Sof@iliaw tate thealuniversitys cor 
Dayton school of law. 


Let me ‘read a little excerpt “from “it; sso "you" will . have=scome 
idea of what kind of money we are talking about. 


"The electronic video games were originally introduced in 
Japan several years ago. In the last three years the games nave 
been mass-marketed in this country, both as home entertainment and 
as commercial coin-operated amusements. Such popular video games 
aS Scramble, Asteroids, Space Invaders, Gorf and Pac-Man can now 
be found in shopping malls, bowling alleys, roller rinks, 
laundromats, restaurants, theatres and neighbourhood = grocery 
stores throughout the country. 


"The typical coin-operated video game involves the movement 
of images, usually accompanied by sound effects, on a colour 
television screen conected to a computer. The player is able to 
control some of the images on tne screen through the use of dials 
Or buttons, while others move in a predetermined sequence and 
interact with player-controlled images. The game can be over in a 
Matter of seconds or last several minutes, depending on the 
experience and skill of the player. High scores frequently earn 
extended playing time. 


"Today, at a guarter a play, coin-operated video games are 
big business by anyone's standards. According to one report, 
Americans during 1980 spent some $9 billion playing them. However, 
Many local communities have not been sanguine about’ their 
popularity, particularly their popularity with young persons. 
Since the industry's own eStimate is that between 50 and 75 per 
cent of the games‘ customers are under 19 years of age, local 
communities are voicing increasing concern about the perceived 
adverse effects of video games on young persons, individually and 
more generally on the local community. 


"One concern is the possible adverse effects on health, 
morality and frugality, thought to be directly related to the 
playing of the games themselves. For example, one court decision 
reports that the game Space Invaders was played 20,000 times by 
the same player. In addition, there are problems of litter, noise, 
truancy, juvenile delinquency and other antisocial conduct thought 
to be associated with, if not caused by, the attraction of young 
persons to these games. 


"Communities have responded to these concerns by the 
enforcement of zoning regulations and existing ordinances 
governing coin-operated amusements and penny arcades, or have 
adopted new ordinances geared specifically towards prohibiting or 
regulating the video-game business. These attempts have met with 
mixed Success in the court." 


It .then goes on to deal with a lot of the cases in New 
Jersey, California and various cities in the United States that 
have had problems with it. There is now a case called the city of 
Mesquite case and it is on its way to tne Supreme Court in the 
United States. Notning on it has yet been completely resolved, 
apparently. 


"Local governments have sought to use various methods in 
regulating coin-operated amusements like video games. In some 
localities coin-operated games are prohibited as accessory uses in 
restaurants, grocery stores, theatres anda other estapblisnments. 
Other methods include zoning, restricting games to commercial 
districts and licensing restrictions. 
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"Communities have also attempted to regulate video games 
under ordinances adopted to control gambling. Some of the more 
stringent methods of regulating coin-operated amusements include: 


"1. Ordinances totally excluding the use from the locality; 


"2. Zoning provisions allowing the°-use by*righnt, Dut onlyas 
a primary-use recreational centre, subject to fixed restrictions, 
hours of operation, age of customers, smoking, food and so forth, 
and only in certain commercially-zoned districts; 


"3, Zoning provisions allowing the use only as a conditional 
Or primary uSe in certain commercially zoned districts, subject to 
fixed restrictions, with additional standards to be applied on a 
case-by-case basis in approving their use." 


Of course, for any method of regulation to be valid, the 
locality must have authority to enact the regulations, under 
either a home rule or constitutional provision, or a zoning or 
other enabling statute." In a way that iS what we want, the 
enabling statute. 


"The regulation also must be carefully considered and 
drafted to avoid substantive due process and equal protection 
Cchallenges"--which are peculiar things with their law. 


As I say, I cannot stress enough the value of this book. If 
you are interested in it, it is the publication of the planning 
advisory service of the American Planning Association, report 370, 
by Martin Jaffe. 


It. :\goesis into® "a, great? deal vot detarvineabout how ethey have 
attempted to deal with them in various jurisdictions through 
zOning. AS I Said, their zoning down there is more expansive than 
Ours; they do get into the distances between games in rooms; the 
number of washrooms you should have, depending on the number of 
games; the provisions to require the operator to clean up litter, 
to control parking, and also to prohibit various things. They are 
concerned about the number of replays. They don't talk about 
tokens but about payoffs. So the attraction in this for gaming 
interests is very high. When you're talking about a $9 billion 
industry, you're talking about a lot of money that can sway a lot 
of people. 


4:10 p.m. 


There is a whole section in this article about how you deal 
witn licensing. One of the things I have to stress to you is that 
they talk about how important it is to have the legislative intent 
in the bylaw, or whatever you do down there. One of the things 
they do talk about is the use of licensing to enhance police power 
and also as a money-making operation. 


They refer to a very comprehensive statement of policies and 
values which is contained in the preamble to the Akron, Onio, 
video-game licensing ordinance. Tne preamble expands on the intent 
offs the? policies sand legis lationg of. i enving contin new -vork.. 2 must 
read this to you. I think it does express a concern of' a lot of 
people: 
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"Whereas arcades and billiard and pool rooms have become a 
local concern because of the general disorder occurring in or 
about their premises; and whereas the operation of pinball 
macnines and similar macnines involving chance or skill or reward 
encourages gaming and a general disorder incident thereto and is a 
threat Or menace to the peace and morals of the community; and 
whereaS even the so-called amusement-only pinball or similar 
machines are so constructed aS to be almost identical in 
appearance and operation to certain gambling devices per se; and 
whereas even the vast majority of such so-called amusement-only 
devices are readily convertible to gambling devices; and whereas 
the operation of even amusement-only or similar machines can 
become and now constitute a nuisance if there is not adequate 
regulation in that it encourages a false sense of values, idling 
and loitering; and whereas a billiard or pool room or arcade can 
have a hnarmful influence on the youth of this community if not 
regulated; and whereas the amusement provided to operators of 
pinball machines or the amusement provided to players of pilliaras 
on spooclsscontributes elittlefetoethe whealth,: «safety, -morals or 
welfare of such operators or players or the people of this 
community; and whereas tne safety of those who frequent arcades 
ancipfpiibrard © oft-pdol)**rooms!) «iS, vattconcerm thateoneeds = tor be 
addressed; and whereas the potentialities of injury and harm to 
the healtn, safety and moral welfare of the public from the 
establishments are very serious unless regulated...." The city of 
Akron goes on to put in a very comprenensive pylaw. 


Whether you think we are beyond that up here I don't know; I 
Submit that we aren't. I think the problems they nave in the 
United Stares usually manifest themselves at least within tne next 
two to three years up here. They are guite concernea about it down 
there. 


I have just one more problem I want to adaress to you. Again 
I say this is all in this book which has been published and which 
I only got last week. They deal with the penalties for violation 
and in a quite a stringent way. They sometimes deal with, not only 
the cancellation of the licence, but a $1,000 fine. They're 
talking about quite a concern they have down there and also about 
the antigambling provisions: 


"In some municipalities the licensing ordinance attempts to 
regulate the replays. Tne licensing ordinance allows two replays 
when one person is playing, four replays when two persons are 
playing." This is because tney found that gambling has resulted 
fronndtoe aad sthatriiteam cayingwissit, de ralio the: mores soit you 
Start getting into the token situation. I think there is a very 
real danger that develops as it did witn pinballs and slot 
machines in the 1930s. 


Because of the money involved with this operation, it 
attracts all the undesirable elements of the community. I'm not 
referring to the young people wno enjoy playing these games. I'm 
talking about the people who would be attracteaq to own, control 
and distribute tne whole business. 
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I would suggest that you consider extensive regulations 
dealing with this matter. If you don't see fit to approve the bill 
which we have before you, I would ask that you consider putting 
some of those regulations that are in our Bill Pr33 into Bill ll, 
that is, the ability to deal with tne age of people who frequent 
the operations, allowing us to define areas so that we control the 
location in relation~ toeschool’s), negubatemthes hoursscofseoperation 
in the amusement arcades, provide that the people in control of 
the amusement arcades are over the age of 18 and allow us to 
license each machine. 


Tnere are other provisions in here and perhaps others which 
would be more desirable. I understand, and I don't Know if this 
committee is aware of Be revert, that thesyeomun leipailaty ost 
Metropolitan Toronto is applying to you for special legislation 
and’**also°’the *Secrty>7 of9OHan@ilton titi? alsoss understand prthav sotne 
requirements tney have in their requests are going to be much more 
Stringent than wnat Windsor has asked and what we are asking. 


The approach of Kitchener was that if we at least got this 
amount of control, it woulda be a start. We Know that Hamilton and 
Metro are looking for more control. I understand that the city of 
Toronto, at a meeting on February 7, is looking for a regulation 
to keep video arcades 300 metres away from schools. I have been so 
advised today. That's my submission. 


The Vice-Chairman: Thank you, Mr. Wallace. Mr. Brandt, 
do you have a question? 


Mr. Brandt: And a statement as well. In connection with 
the submissions that nave been made, IngehaNviel arto: esayigel beam 
particularly sympathetic to the plignt you find yourselves in. 
There are a number of municipalities that I have heard from that 
have not indicated support for the position that you are taking 
and have not officially made their views Known to this committee. 
I think there is a long line of other municipalities tnat are 
looking for some kind of controls with respect to video arcade 
legislation that has to be forthcoming fairly soon. 


What bothers me is tnat a lot of the municipalities have 
been nolding out the hope that Bill 11 would contain the kinds of 
controls that you are looking for. There was perhaps strong reason 
to=believe> thatOBillo Wl twasitigoing @to belmaiiparubotn lawisfom*this 
province in this session. It now appears guite likely that Bill ll 
is going to die on the Order Paper, and it will be some months, 
perhaps a half a year or more, before a modified Bill 11 would 
contain the kinds of controls that you are seeking to be able to 
put in your own municipalities. 


I neard this morning, interestingly enough, from a member of 
council fom the city of: Sarnia who was aware oG@ehes facticthatoyou 
were | comings ™beforew us? .todayerie@ine citym offF Sdrniaysuemya own 
municipality, has not as yet indicated in a formal sense that it 
is golng to apply for a private bill of the same type, but it is 
totally sympatnetic with your views. They want legislation that 
would give them controls that are very similar to the ones that 
you're seeking here. 
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What concerns me is this, and I say this as well to the 
parliamentary assistant, tne delays are not of the making of the 
individual municipalities. They are looking for legislation that 
would give them some form of control over this type of 
entertainment parlour, and tney have held out the hope that Bill 
ll was going to come into reality. It nasn't. As a result of that, 
they are faced with further delays. 


Wnat is going to happen in tne meantime, and it nas been 
happening in a lot of municipalities, is that the whole video 
arcade industry is proliferating at an apsolutely phenomenal rate. 
The growth of the industry is probably one of the largest of any 
type that I can think of at the moment. You cited figures that 
would support that kind of statement. 


4:20 p.m. 


I think at some later point, whether it be six montns or a 
year from now, what concerns me is that I have some difficulty 
with legislation that has retroactiveness built into it. I pelieve 
that the rules of the ball game should be reasonably well 
established. I can hear the arguments perhaps from some members of 
the committee suggesting, in a period sometime down the road, that 
we can't pass that kind of legislation, whatever it might be, 
because it would adversely affect those people who went into 
business six montns ago or made an investment in tne past and, 
therefore, it would be unfair to change the rules of the ball 
game, so to speak, at tnis late date. 


The longer we allow this issue to continue--almost as a 
festering sore for municipalities--the more difficulty we're going 
toeenace wrth 41ts ~MThere mis’ certainly, (nozrcontraction 2 coryithe 
industry. It'S an expanding industry and one which iS becoming 
more and more difficult for some of the municipalities to deal 
with. 


Another concern that I had is one that I raised when we 
dealt with this issue before, and I am still trying to establish 
in my Own mind the accuracy of the information that is coming to 
me. There appears to be a link between the almost hypnotic effects 
of these machines, the repetitious play aspect of them, the amount 
of money that goes into them and certain types of crimes that are 
taking place in municipalities. I have heard a number of police 
departments, councillors and, frankly, judges as well, whom I've 
talked to, suggest that some of tne break and entries that have 
taken place in various municipalities can be linked directly to 
young people who are using that money aS a result of their 
opsession with these machines in tne various video arcades. Some 
argument could be made, hnowever small and limited it might be, tor 
the fact that perhaps these Kinds of establishments -~ are 
encouraging tne type of benaviour tnat 1S something less tnan 
acceptable. 


If tne ministry can find its way clear to move on this 
particular private bill in anticipation of some kind of umbrella 
legislation in Bill 11 or a modifiea pill at some future point, I 
would like to see some form of legislation made available now to 
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municipalities. I see this as becoming a much more serious problem 
witn each passing day. I'm speaking much more strongly on it now 
than I did the last time we dealt with the whole video arcade 
Situation. I would like to hear from the parliamentary assistant 
in this connection, and I would like to hear the views of the 
ministry with respect to which direction you would like to go. 


Mr. Rotenberg: I'm quite prepared to make a statement 
when it's my turn. Normally I do that as soon as the delegation 
has concluded. The chairman has ruled otherwise, so I am in the 
hands of the committee. 


Mr..- Mitchell 10 Justucas= chongs asicyoustshowheus: whatiecansiipe 


amended in here. 


Tne Acting Chairman (bites Eves) : Mae Treleaven, who 
abdicated the chair to ask a brief question, iS next on the list. 
Pernaps then we can have your comments. 


Mrauo Treleaven: <I¢ wouldawlikescto gicartyamon ea. daetier bit 
from Mr. Brandt's line of questioning. I take it i1n simplified 
fashion. Mr. Wallace, you would like retroactive legislation 
really. You would like video game arcades treated in the same way 
aS body rubs in that the municipalities will have the ability to 
deal with existing arcaaqes and ,if it were under zoning bylaws, 
existing nonconforming uses. You would like to have control over 
those the same way you would under body rubs and adult 
entertainment parlours. Correct? 


Drip. Wallace: Yes. ai think this is part of the 
distinction to be made between zoning and licensing. The thing 
about licensing existing operations is that they are continually 
under review. Then you can have at least some control on the 
guality of the responsibility of the operator vis-a-vis those 
patrons. If he has to renew his licence every year, you have more 
control onsjust how the activity is. conducted on the spremises. 
This iS aS opposed to zoning where once he gets it, he has got it, 
and that's the end of it. 


Mr. Treleaven: You want the ability to remove existing 
video arcades if they don't meet your local municipal standards? 


Mr. Wallace: Correct. 


Mr. Treleaven: How do you answer the obvious injustice 
to operators wno would have existing leases, perhaps long-term 
leases? You mentioned investments, but I'm not so nung up on the 
investments as on long-term leases between the owners of the 
arcades and pernaps the lessors of the property. 


MrieegWallace: edi wouldnebedethe miEirstytoneadmit ethispercee 
problem. In some of tne licensing provisions in the Unitea States 
they have ideas, sucn as a grandfather clause, whereby if you are 
there, they, areiggoing ato yleaveniyourthere, gbutptney saree goungeco 
make you get a licence and make it subject to review. These are 
thes things ,.youshave tosabidewbyy-and;ifsyou step .out ),ofssliner your 
licence is revoked. I don't now else you can do it. 
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The complaints we are getting in the material we have filed 
witn you from the school board indicate that tney are quite 
concerned with tne closeness of some of these existing operations 
to tne schools. Of course, the person wno was first in witn these 
machines deliberately put tnem near scnools. He kKnew what he was 
doing. Tnat's the situation we are faced with. 


I agree that it may seem very hard to say we've got to get 
rid of tnose. You're saying, if he nas a long lease, what does he 
do, he is really up against it. The only otner way I can think of 
to deal with that is if you say in your pylaw you are going to 
require certain minimal things that he nas to adhere to and ne has 
to have some mature person looking after it. You just watch tnem 
closelyes thatdis all. 


I Know that seems hard, but it's perceived by the schools 
that they have a problem with those places close to the schools. 
How selse syou deal with: it, I. don't «know. 


Mr. ‘Treleaven: You really haven't addressed yourself to 
the injustice of, say, a five-year lease of a buSiness that nas 
been there six months. He has four and a half years yet to go. 
Would you consider reimbursement for existing leases if they're 
forced out? 


Mr. Wallace: Again, what has happened and the methnoa 
that has been used, again, in the United States wnere they have 
been through this first is that if the business is to change hands 
then tne licence is cancelled. In other words, tne cnap who is in 
there now stayS witn his licence. He stays where he is. If tne 
business iS going to change hnands, ne must Surrender the licence 
and the licence isn't renewed. 


Mr. Treleaven: Would this also nold wnere it was just 
Shares 1n a corporation that cnanged nands? 


Mr, Walbacerg They dos gomintos thatoamcsome: cities. Inthe 
United States they have attempted to find out who was controlling 
tne operations. Obviously, they are concerned about organized 
crime. They also want the past history, the criminal record, of 
anyone who applies for a licence, anyone wno nas a majority 
Shareholder interest in tne companies that are involved. Tney have 
different degrees of concern down there apout who they are 
involved with. 


As I say, some of them nave attempted to say that the man 
who has a licence now can stay, but if he intends to sell or if 
that business is going to change hands the licence for tne video 
arcade is sSurrendered and that's the end of it. 


Mr. Treleaven: Mr. Wallace, you know very well that 
takes exactly $500 to get around by setting up the most simple 
corporation witn one common snare. That is really no answer. You 
just sell that share. You put a nolding company behind it and for 
$1,500 you've got tnree corporations. 


Mr. ‘Swart: Besides, we never Know who tne actual owners 
are, do we? 
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Mr. Treleaven: That's correct. 
Interjection. 

Mr. Mitchell: We caught your message. 
Mr. Brandt: Just get yourself a number. 


Mr. Treleaven: Also, there is the old bugaboo about real 
control. You can also nave a Situation where the beneficial owner 
of a snare is Mr. A, put control over him is held by a demand note 
for’ * $100; 000 "?That¥ sreal “control. wWe'wey alllosbeeni i ehrougnsithat 
before. 


Do they ‘get intoethis, the controlio£ Pte. Thiseogoingr out wor 
business and the business being sold, of course, iS the most 
kindergarteny thing to get by. Do they get into this? 


What I'm trying to get at is the unfairness. The unfairness 
is potnering me that you come along and, wnack, take away tne 
man's livelinood and also stick him with four or five years of an 
expensive lease. 


Mr.’ Wallace: Tnhe“*proplem -with™ respect’ toecthose ds othe 
distance from the scnool. You could live with the ones downtown if 
you had the otner regulations apout how you're going to deal, for 
instance, with tne age of the children involved and so on. Where 
you're going to get to the very critical part of this is when they 
are too close to a school and you Know they are. They are already 
in buSiness, 


42s0 0p omy 


I agree with you, it's: unfair to just’ go ain there and say, 
"You get out because you're now within that distance." I agree 
tnat is unfair. As a lawyer, I can see that I would be upset if he 
was my client. 


On the other hand, if you've someone in there who was smart 
enough to get in there at the beginning and you want to be fair 
with that’ person’, T° don *t* knowhow else™@you"do "10" Ptrankiy* cant 
tell you. AS you Say, maybe you would compensate nim. But what are 
we talking about in compensation? How on earth do you ever come to 
chaes 


Again, in tnis bpook=--wnhich I really stress and I would like 
you all to read because it stresses tne importance of it--they 
talk about the Kind of money, and the gameS can earn up to $1,000 
a week on a Single game, depending on tne location. All sorts of 
money is being made on them. Compensation could get you way out in 
left field. You wouldn't know what you're into. 


Maybe in order to be fair to the children you nave to be 
unfair “tov the proprietor @-1 don*t.know  '1riwmehat Ysisthetnarade’choice 
you've got, but it may be. 
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Mrs -Treeavens Following. ion .with that; ©may «I. «ask othe 
parliamentary assistant, in Bill ll--and I would assume that any 
reincarnation of Bill 11 that woula come along--pody rub and adult 
entertainment parlours had retroactive legislation front and 
centre and video arcades did not. Having neard wnat Mr. Wallace 
has said, could you rationalize between retroactivity being all 
right against body rups and adult entertainment parlours and not 
all right or satisfactory or acceptable with regard to video 
arcadaes? Could you rationalize that difference? 


Mr. Rotenberg: Mr. Cnairman, witn the permission of the 
committee, I woula like to maype discuss that as a part ot a 
general statement I would like to make on tnis bill if the 
committee would like me to do that at this time. 


The Acting Chairman: I think perhaps this would be the 
appropriate time for Mr. Rotenberg to respond. 


Mr... Wallace: Mr. Marshall, if it pleases the committee, 
would like to say a few words, if you would like to near from him. 


Mo. MOM Ltohe lL leeaeMes »Chaicmanj,s071 gather. Mr.,+ Marshall is 
here really as a parent. That's the understanding I have and based 
On the experience I have had with some parents in my area, 
frankly, I would like to hear from him if he can keep his comments 
relatively short. 


Mr. Marshall: How long, sir? 


Mr.- Mitchell: I'm suggesting that because we do want to 
get to the parliamentary assistant. 


Mr. Marshall: Okay. 
The Acting Chairman: Is that the wish of the committee? 


Mr. Rotenberg: He is down as a delegation, so I assume 
he should be heard. 


Mr. Marshall: Approximately a year ago I was > A Oy 
delegation to city council in Kitcnener. I am very concerned about 
tnis because I know specifically wnat is nappening in tne schools. 


About a week ago last Monday night at Kitcnener council 
there was a delegation tnere opposed to a 7-Eleven store whicn nas 
just taken over the H. Salt fisn and chip place on King Street, 
for those of you wno know Kitchener. One block away 1s the 
Catholic school board and a Catholic school. A plock away the 
other way is a public school. 


I naven't confirmed it, put I understand that tne 7-Eleven 
store is owned by Texaco Oil Co. Is that correct? 


Mr. Renwick: I believe so. It is a chain. 


Mr. Marshall: If you look at it, around Kitchener there 
are 17 Texaco locations wnich are generally now running just 
simply drive-in gas stations where you pump your own gas. Their 
bays are empty in most cases and tney're selling pop in there now, 
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Tney stated that tney want to put three video games in this 
7-Eleven store downtown. It grosses $1,000 a montn off each 
machine. It seems to me if I was a marketing manager of Texaco Oil 
Co., Since oil profits have decreased considerably by tne last 
couple of statements: .I have +seen;«,it»<Look..like.a. beautiful 
Marketing opportunity for them to do something. I believe that the 
big-. boys" are, Weallyegoing stomget «qoingadtisit »quickly, namely, 
Texaco and the rest of them. 


Mr. Mitchell: Putting them into the unused bays. 

Mr. MarShall: Sure, and also anything else they can get 
in, and then= tney* ‘try *to get. legislation or approvaivwet colinciiy to 
stay open all night. 

Mr. .Swartia Mri. i;Chairmany;y ongia, pointasofeeorder, wwe shave 
been informed that Mr. Elgie is going to make a statement in the 
Legislature now on tne sale of Crown Trust. I thought I snould 
mention it hnere. We probably don't want to adjourn this, but it's 
a matter of some significance. Tnere mignt be some members wno are 
interested. 


The? ACting: Chairman: WTharnke@iyow, Please continue, Mr. 
Marshall. 


Mr. Breitnaupt: If it were possiple, since I nave been 
acting as the, critic,for Dr.,Elgie‘seministry,41I ashonuldameturnasto 
tne Legislature to hear nis statement. 

Mr. Watson: Let's recess for 10 minutes. 

Mr. Rotenberg: Until the statement iS over. 

Interjections. 

Mr. Breithaupt: If we could it would be very helpful. 

The Acting Chairman: Agreed. 

The committee recessed at 4:35 p.m. 

5200 “Demi. 


Mr. Chairman: There being a quorum in place, we snall 
reconvene. 


I pelieve the parliamentary assistant was next on the agenda. 
Mr. Marshall: I was not £finisned. 

Mr. Chairman: civam jsorry.iir vMarschaiiy 

Mr. Marshall: I just need two minutes. 


Gentlemen, I. am a divorcee and remarried. I nave two 
Children from my first marriage and three from the second, so I 
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think I can speak on tne next point. They tell me that by 1990 one 
out of two children in Ontario will be living with one parent. I 
read that in a magazine recently. I do not how accurate it is, but 
the way trends are going they predict this. 


So I think the legislative body has a moral responsibility 
to take this under consideration. If you nave children in one 
marriage, which I had, to give them constant supervision is very 
difficult, especially when the motner has tne chilaren, because 
most mothers are working. 


AS to tne age limit, I think it is very necessary that you 
put some stipulation into ages as to wno can go where and when. I 
know children in my neighbourhood that are living with one-parent 
families. I Know one kid that pumps over $10 a week into these 
Macnines and ne is 12 years old. I know roughly now mucn nis 
mother makes. I am not sure but I would not be a bit Surprised if 
that kid is stealing that money. 


I would suggest to you, gentlemen, when you consider this, 
that you really look at the age factor. In other words, if they go 
down, if their parents are with them, fine, let them play it. If 
they are not, however, there snould be stipulations on that. 


I nave talked to several principals about tnis. As a kid, I 
used to play the games all the time, the pinball machines. I would 
play them in London, Ontario, before I delivered blotters for 
Robarts. I used to deliver plotters for nim when he was running 
for alderman in London. 


Mr. Swart: It sure did have a bad effect. 


Me.ASMarchall cre fsurew diays tthatis tight. *Paused to “play 
at noon hour and I would go back to school and I used to blow 
whatever. I wasn't the least bit interested in school because I 
was too revvea up after playing tnese things. It was difficult for 
the teacners to do anything with me. Consequently, it created a 
lot of problems. 


I submit, gentlemen, that with tne breakdown of marriage and 
soon, it is* “even going to be far worse. I* think you have a 
responsibility to consider ages in your legislation. Tnat is all I 
have to Say. 


Mr. Rotenberg: Tnank you, Mr. Cnairman. z think the 
remarks that were made are quite well taken, especially with 
regatta? toreBbili 21 Pie ehadsethoped: for’ dtjo.and »dte.is certainly 
through no fault of this committee or the ministry that Bill ll 
hasn't come back; it is just that other events have overtaken us. 
I had indicated that when this is back before us, Bill l11l would 
really cover those points wnich tne government tnought should be 
introduced. Bill 11 has been delayed; the timing of it is not 
certain. 


I feel that we can reach some accommodation with Kitchener 
and any other municipality tnat comes forward, even tnough I would 
indicate at the outset tnat I don't think we are going to 
accommodate everything they want, but most of what they want to 
happen. 
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Let us understand tnat licensing, in the philosopny of this 
government, in the pnilosopny of the Municipal Act and in the 
philosopny of Bill 11, is for regulation and control. Licensing is 
not for prohibition. Pronibition can be done by zoning and other 
things, “including: *the ‘Criminals$e¢ode, Liwhich* 1s) )not @within our 
jurisdiction. We have to keep in mind tnat a licensing bylaw, 
permission for licensing and tne whole philosophy of licensing are 
notei£orsepr ohbbitwdon,sibutpeonly for .control..,.1 put. that. Out ar. .the 
beginning so you will understand what I will be saying in a moment. 


we have no objection, in» fact, to sdiving Che city sor 
Kitchener or any other municipality the right to license video 
game arcades or amusement arcades because they would have nad it 
under Bill 11. There are some opinions as to whether or not it is 
necessary, whether they do or do not come under amusement 
parlours, because there has been a court case which does put that 
in doubt. 


Speaking for the government, ITinhaveouno Giobjectionstto 
subsection 1(1) of this bill passing, which would define an 
amusement arcade, and supsection 2, giving the right to license 
amusement arcades. We nave no objection to the proposed amendment, 
wnich would include coin or token-operated; that is guite obvious. 
Where we have some problems is in giving to Kitcnener or any 
municipality powers in their licensing over and above what they 
would have in general licensing powers. 


I would like to go tnrough subsection 1(3) of the proposed 
bill and indicate why, in effect, I woulda not. suppoce se. 


"(3) A pylaw passed under this section may, 


"(a) define one or more areaS within the municipality in 
wnich amusement arcades may be permitted." 


I think everyone would agree that one can do that under the 
zOning bylaw. There is a list of a number of municipalities which 
in the past years have passed zoning bylaws. Several--East York, 
Kingston and Etobicoke--have passed bylawS prohibiting them 
throughout the municipality. Some municipalities--Scarborougn, 
Brockville, Ottawa and St. Catharines--nave restricted them to 
certain neignbourhoods. With respect to the remarks of Mr. 
Wallace, you don't nave to say they can be only in commercial 
zones, you can very much decide which commercial zones they can be 
ing 


The cities of Toronto and Mississauga have restricted them 
to industrial areas only. Oshawa nas restricted arcades to 
specific locations, and tnat passed the OMB just last month after 
a major hearing. The nearing was in December 1982 and the decision 
in®Janviary eo 837 


There is no guestion that a municipality can, and Kitchener 
can tomorrow, go out and pass a zoning bylaw in effect saying that 
amusement arcades are pronibited witnin the boundaries of the city 
of Kitchener, or any other areas they want to do. So as far as 
clause 1(3) (a) 1s concerned, we feel they can do it under zoning. 
A pronidition should be done py zoning. Now there is the guestion 
of legal nonconforming uses, 
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Mr. Mitcnell: May I just raise a supplementary? In light 
of the comments the parliamentary assistant has made, does the 
municipality still have the right to enact a pylaw which woulda 
limit the number of establishments as well? 


Mr. Rotenberg: NO, they cannot limit the number of 
establishments, but indirectly by location they can limit the 
number, 


5:10 pie. 


Mr. Mitchell: If I may, the city of Nepean a few years 
ago--and that 1S why I am trying to follow this up--concerned 
apout the number of gas bars that were coming in, enacted a bylaw 
which said there would be no more than, I think, 52, but because 
they could not differentiate between Pre) service and 
self-service, tney just nad to say, "Tnere will be no more than x 
gasoline outlets." 


Mr. Rotenberg: Mr. Mitchell, that was done by special 
private legislation for Nepean. 


Interjection: No, it was the Municipal Act. 


Mooi ROCehbergstelrt. was ayaspecial «thing: for... gas: ‘stations 
only. 


Mr. Rotenberg: Bill 11 would repeal that because the 
philosophy of Bill 11 was that tnere snould be no restriction by 
numbers. 


Mr. Mitchell: On, boy, you are going to win a friend on 
this sidesar you do that, «my friend. 


Mr. Rotenberg: If I may proceed, the question on the 
areaS and zoning is on legal nonconforming uses. 


The present licensing bylaw which would apply, in our 
opinion and that of the Windsor solicitor who is before us, is 
that if we pass clause 1(3)(a), then subsection 110(7) of the 
Municipal Act would apply. It says: "Notwitnstanding subsection 6, 
a board of commissioners of police or a council snall not refuse 
to grant a licence witn respect to the carrying on of any buSiness 
by reason only of location of sucn business where such puSsiness 
was being carried on at sucn location at the time of coming into 
force of the bylaw reguiring such licence." 


So the pnilosopny of your licence then would carry over into 
Bill ll. The present act sayS--and it would apply, in our opinion, 
to this section even if we did pass clause 1(3)(a)--tnat you still 
could not use clause 1(3)(a) to put out of business an existing 
nonconforming use by virtue of location only. 


Whether we pass clause 1(3) (a) Or irnot,; nowever, the 
permission given in subsection 2 to license and regulate any 
existing business means they would nave to conform on their 
renewal of licence to wnatever regulations Kitcnener would pass 
under the zoning bylaw. 
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To take it one step further, because mention was made of tne 
body rub parlours--ana there is a distinction between body rubs, 
wnere you can put legal nonconforming uses out of business, and 
video arcades, there are a number of opinions around to the effect 
that provision in our legislation may not nold up in court. 


An opinion was given recently by Mr. Robinette, wno, as we 
Know is an eminent counsel, to another solicitor for a video game 
Operator, who indicated that ne did not think a bylaw passea under 
that section of our existing legislation will hold up, in lignt of 
property rights and of the new Constitution. 


So I suggest to you there is some doubt as to whether, even 
if we did try to pass legislation allowing Kitchener to put legal 
nonconforming use out of business, that would hold up in court. 
Aside from the legalities of it, the government does not feel that 
we snould be able to put existing legal nonconforming uses out of 
business, but we should allow tnem to go under regulations. 


Proceeding under clause 1(3)(b) of the request, to regulate 
hours of operations, that power is given by subsection 1(2), which 
allows them to regulate amusement arcades to have the right of 
hours. 


On! | clausesrel (3) (c)eland ie(d)esandevithnisnGreallye® seers asco 
Mr.Marshall's proposal--the government iS not prepared to put into 
legislation, as we did not in Bill ll, any reference to age. -As 
far as (c) is concerned, we feel it would probably also be in 
violation of the Constitution; vaiscriminating! as®to age-as «far as 
employment is concerned. Clause (d) probably would meet the test 
of the’ °new pConstitutionunas: fare as@isupervision by “adulreseosn 
underage persons is concerned. Be that as it may, hnowever, we are 
not prepared to put any age provision in legislation. 


On clause (e), aS far as distance the distance of an 
amusement arcade-- 


Meas Brandt: Could pieask s@iiquestion® onssthats = Howlrdo eitne 
theatres get away with exactly the same thing? I have not read the 
restrictions” on ‘theatres “recently; °*but)\ dow they! enotMrestrict 
according to age, and is that not similar to exactly what is being 
asked here? 


MrerSwart:sThesTheatresvAce: 


Mr. "Rotenberg:” That “1s"*theOntarao -ecensorsnip.=-Therey? is 
a restriction of age under the Tneatres Act. So far no one has 
Challenged that as far as the Constitution is concerned. 


Mr. Sweeney: Wnat iS your objection to the proplem-- 


Mr. Renwick: If I may interject, actually the problem of 
egual protection and nondiscrimination is dealt with in section 15 
of the Constitution, swhichasa notilin force yeti land? feymay weil 
have’ ‘tobe “looked\rat..f Iithink 1ts does" not fcomesinte Porcee until 
April 1985, the nondiscrimination part of the Constitution and the 
equal protection of tne laws. 
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So I think the review the government is doing in order to 
have its laws conform with the Constitution may have sometning to 
say about the restriction in the theatres. 


Mrs Brandt: I raised the point only because there 
appeared to be some inconsistency-- 


Mr. Sweeney: It is called a contradiction. 


Mr. Rotenberg: On the question of clause 1(3)(e), that 
",.-noO amusement arcade shall be located witnin such distance of a 
school, as defined in the Education Act..." that again can be done 
by zoning, but cannot apply to legal noncoforming uses. 


Botherthe tcity’ ofbfTorontowandsthe  ;cityyomiKingston, <aniuthe 
past year, have enacted bylaws, the city of Toronto prohibiting 
arcades, "no arcade can be closer than 150 metres to another 
arcade and 300 metres from a school;" and Kingston adopted last 
November a provision of 300 metres from a school, between each 
other, ‘and only, one arcade per plaza. So that kind of thing is 
again provided for. 


SLeavlse,/-ii3) Gl)... OLh. the.wCitcy. of Kitcheners. Act’ has’ the 
provision to establish a licence fee for each machine. The 
legislation allows them to establish a licence fee for each 
arcade. = We” “G03! notwctecls« that... to.,,latence: each: machine is 
appropriate. It is licensing business premises. 


What I am really saying is that, aside from the age 
provision, which I know is controversial, if we delete subsection 
1(3) f£rom this proposed legislation, Kitchener baSically can do 
what they have reguested. What I would suggest is that someone 
move an amendment which would in effect say that subsection 1(3) 
of the bill be struck out and the following substituted therefor: 


"1(3) A bylaw passed under this section shall be deemed to 
be a bylaw passed under the Municipal Act." 


This may or may not be necessary, but in effect it says that 
the penalty clause under the Municipal Act would apply to people 
who violate the licence provisions under this special legislation 
and the other licensing powers and all the powers of regulation 
which are now in the Municipal Act for licensing apply to this 
special legislation which Kitchener has. 


Basically, because Bill 11 nas not happened, we do feel that 
a video-game arcade snould be allowed to be specifically licensed 
because there is some doubt about it, but tne location factor 
should be done by zoning, as other municipalities have done it; 
and we are not prepared to allow the age factor in general 
legislation and therefore not in specific legislation. 


Mr. Sweeney: If I follow what you just said, it 1s in 
fact that they can do everything they are asking to do except with 
reference to the two age guestions. 
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Mr. Rotenberg: Yes, with the additional caveat that, as 
far as’ location * 4s’ concerned, ‘they cannot" nove  Pouteoexl1suing 
businesses. Existing use will become legal nonconforming. They 
probably could not do it under this legislation anyway. 


Mr. Sweeney: That seemed to nave been a question of 
doubt earlier anyway, so we will not quarrel with it. I can also 
understand your reference to clause 1(3)(c), but I am still ata 
loss to understand why you have a sort of blanket pronibition with 
respect to clause 1(3) (da). What is the rationale behind that? 


I think there have been some very good arguments given to 
you today aS to why you should consider it, yet you seem just to 
say, "No way." So what is the reason? 


Mrs) . ‘(Rotenberg :) En’ “Gur treviewsrotmthen (brief eithatiaicame 
forward on Bill ll, this matter of age was one of the things that 
had been reviewed guite a bit. The ministry and the government had 
felt that ‘this’ is’tn*effect aiform~ of” discrimination, chats ifva 
video-game parlour is legal under the Criminal Code, is a legal 
operation under municipal bylaws and so on, there should not be 
descrimination against any person, whether they are under or over 
l6iyears of age; that despite what has been said, “1t" is) upto 
parents “if ‘“there”™” is“ to” be’. parental” controi<’ to )tiere.] are 
violations of the Criminal Code, it should be done that way, but 
to restrict persons under 16 years of age from these places of 
business is, we feel, discriminatory and not appropriate. 


Mr. Sweeney: Needless to say, I disagree. 


Can'T ask for ‘aviclarification? #l£? £uunderstood tyoutcorsect hy 
a minute ago with respect to nonconforming use, you said that you 
cannot move someone out. Does that mean right now or never? 


Mr. Rotenberg: It is the same as any nonconforming use 
under a zoning bylaw--as long as the premises are used for the 
purpose for which it was used tne day tne zoning bylaw was passed, 
which makes it legal nonconforming. As long as that video-game 
parlour is there, it is a legal nonconforming use and cannot be 
moved out under the zoning bylaw section. 


However, if they are not in conformity with the licensing 
bylaw or other matters of control, their licence can be refused, 
which is a way of moving them out. They can be prosecuted for not 
having a licence. 


Mr. Sweeney: Theat is the extension then. Once the 
licensing bylaws are in place, with the accompanying regulations, 
then anyone who operates as a nonconforming use can be refused a 
licence at the next renewal; is tnat correct? 


Mr« Rotenberg: ” “yes? »°They™ scan®t be! (retused’’*a?*ticences =i 
they do not gualify under the licensing regulations. They cannot 
be refused. ay.licence by reason of, locatirononly* 


I. Cannot think of the’ *kind “ot "clause 'youtmiognt Sputeanea 
regulation, but say you put in) hours ‘of operation “and they “are 
violating tne hnours of operation, you can refuse tnem-- 
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Mr. Renwick: --regulatory bylaw, they cannot be kicked 
out. 


Mr. Rotenberg: They can be refused a licence. Therefore, 
they can be prosecuted for operating without a licence. 


Mr. Breithaupt: It has to be done with a cause. 


Mr. Rotenberg: Yes, for cause. They can refuse a licence 
Only if they violate a proper licensing bylaw. 


Let me be very clear. Tnis iS important. The licensing 
regulations have to be the same for every video-game parlour 
across the municipality. You cannot have different regulations in 
different parts of the municipality. You have a regulation for 
video-game parlours. 


As long as that video-game parlour operator obeys’ the 
regulations, he must get a licence. He is entitled to one. If he 
violates that, he can be refused a licence, which in effect puts 
him out of business. But he cannot be put out of business for 
location only. 


Mr. Sweeney: So the only ones that can be controlled for 
location are the new ones that apply once the licensing bylaw is 
put into place. 


Mr. Rotenberg: No, once the zoning bylaw is put into 
place. The zoning bylaw can be totally separate from a licensing 
bylaw. You can have a zoning bylaw without a licensing bylaw. You 
can have a licensing bylaw without a zoning bylaw. 


Mr. Sweeney: ALL PiIgnt. You suggested earlier that 
Oshawa has now had a court case that says that its zoning bylaw 
can, be very specific. It can restrict to specific locations. 


Mr. Rotenberg: Not a court case. They have-- 
Mr. Mitchell: But not retroactively. 
Mr. Sweeney: No, I realize it is not retroactively. 


Mr. Rotenberg: Oshawa has passed a zoning bylaw which 
allows video-game parlours in specific locations in the 
municipality. It nas been approved by the Ontario Municipal Board; 
it has not been to court. 


The city of Toronto, which restricted video-game parlours to 
industrial locations only and distant from schools and so on, nas 
been to court and its bylaw has been approved by the court. The 
challenge was turned down by the courts. 


Mr. Sweeney: I wonder if we could get Mr. Wallace to 
react, if he feels so inclined, to the interpretation that 
everything in subsection 3, except the age limitation, could be 
covered in some other way. Do you have any reason to disagree with 


that? 
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Mr. Brandt: That isS not correct either. There iS another 
serious problem. If I could, by way of supplementary-- 


Mr. Rotenberg: And the licensing of individual macnines. 


Mr. Brandt:; Tnatit ise#eathen pornt Miveam Ogoinge® tomi@aise,. tic 
licensing of each machine. 


Mr. Rotenberg: You cannot have a fee for each machine. 
You can have a fee for each location. I do not Know how serious 
chat is for Kitchener. 


Mr. Swart: I wonder if I might have a supplementary to 
the supplementary. 


Mr. Brandt: I was not finished. 


Mr. Swart: You can fanish those afterwards. A 
supplementary to a supplementary comes first in parliamentary 
procedure. It is very simple. 


You may not be able to have a fee for each machine. But can 
you not have a fee for a different size arcade by some form of 
determination that might or might not be related to the number of 
machines? There iS a way of varying the fee, is there not, 
according to the size of the arcade? 


Mr. Rotenberg: If Kitchener really wanted that, then you 
would also have to amend subsection 1 for licensing amusement 
arcades or class or classes of arcades, so you would have a 
different fee for a big one or a small one. If that is significant 
to Kitchener, which I do not tnink it is--the fee as such is the 
Significant matter of this thing. 


Mr. sRenwicks: But you ticannote levy gaey fLeeimtthalwiwit betse 
equivalent to a prohibition. 


Mr. Rotenberg: No, you cannot have a fee-- So I do not 
think the fee is the problem. 


Mri. "Mitchells)' cin) fact,;*) some emunicipalreies = tricdan UmeaiG 
got away with it. 


Mr. Chatrmane Mr.” *Beandtsge -domiyoutwants 4comicarcy One wach 
your supplementary? 


Mr.* Brandt: "Yes:; I am concerned--just following along 
the line of questioning that Mr. Sweeney was developing “in 
connection with the individual licensing of the machines. I guess 
I am looking for some consistency. 


We license mobile caterers on a per-unit basis. We license 
taxi” CabS oon  awversunitapasia. 


Mr. Breithaupt: But they move around. 
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Mr. Brandt: Here we have a situation where I can see a 
very real distinction between one machine in a small variety 
store, where large assemblies would be almost self-controlled py 
the operator of the variety store. It may be a necessary adjunct 
to his income to survive. I do not see it as being a serious 
societal proplem, in the same sense-- 


Mr. Rotenberg: If I may interrupt you, Mr. Brandt. This, 
which is consistent with all the locations, is that it is tnree or 
more machines. One or two machines do not get licensed. It is 
three or more machines. 


Mr. Renwick: You could solve the mobile part by putting 
them all on casters. 


Mr. Brandt: I noticed that the Kitchener delegation was 
nodding its head at this point when the question I wanted to raise 
waS raised. I think you were suggesting that this was not a 
problem for the municipalities. The municipalities that I have 
talked to indicate it iS a problem. The larger arcades--those that 
are solely dependent upon income from these machines--nave no 
other activities within their particular business operations but 
the video-arcade games. They do suggest a certain other type of 
problem. For example, they are the ones who are minting these 
coins, not tne little variety store and not the other small 
operators who have one, two or perhaps three machines. 


I tnink we have to address that question in a somewhat more 
direct fashion. I don't Know whether the delegation from Kitchener 
agrees, but I wanted to add that to Mr. Sweeney's list by way of 
Supplementary. 


Mr. Chairman: Excuse me. Time iS pressing, and there are 
two more sections that have nothing to do with this video game 
issue. I just want to point out that Mr. Swart, Mr. Mitchell and 
Mr. Renwick wish to speak. I'm just drawing your attention to the 
clock. The other section has nothing to do with it. Therefore, 
perhaps somebody can summarize. Mr. Swart, you are next. Mr. 
Sweeney seems to be a little perplexed at what the parliamentary 
assistant said was permissible to leave in subsection 3. Am I 
correct? 


Mr. Sweeney: What I was really trying to get at is this. 
What do we have? What limitations, if any, do we nave? I get the 
impression tnat when it is all said and done, this does not amount 
to much of anything. 


Mr. Rotenberg: You have the right to license video-game 
parlours, which is one of the main considerations-- 


Mr. Sweeney: That is subsection 2. 


Mr. Rotenberg: Subsection 2, coin-operateaq and sO on. 
you have the right to put in regulations under your licensing 
bylaw in accordance with the Municipal Act tne way you now 
regulate any other things tnat municipalities license. You have 
the right under the zoning bylaw to regulate location but not to 
put out of business legal, nonconforming uses. 
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Mr. Sweeney: Le r follow correctly, your" “canrioest ido 
anything about the operations that are presently in place. They 
Stay. Right? 


Mr. Rotenberg: They stay, bute they’ **must conform?’ *to 
whatever regulation the city of Kitchener puts on video-game 
pariours; onewr oor woldaetTney will all be covered by “the same 
regulations. If an existing video-game parlour does not conform to 
tnose regulations which Kitcnener puts forward, they can then 
refuse to renew a licence or revoke a licence. Then tney can take 
the man to court for operating without a licence-- 


Mr. Sweeney: But you cannot do anything with respect to 
the concern about tnem being close to scnools? If they are there, 
they are there. 


Mr.” Rotenberg: “You "cannot ‘for® thevsexsting® Ones, *-butyou 
can dado it for new ones. 


Mriv.' Chairman” Mayetsh, Go: backs0'to & clausessi?siiayni tor See) 
inclusive. I believe the parliamentary assistant said that the 
government was not prepared to accept any of (a) to (f) inclusive 
clauses, except for-- 


Mr. Rotenberg: Lm’ saying, (thatsvsection- is *®rAshouldxe@be 
deleted. Under other existing legislation, they can cover (a) and 
(b). Clause (e) can be covered in other ways. 


Mr. Mitchell: 1h think it's supplementary. Did is 
understand tne parliamentary assistant to say that or to imply 
that section 2 could be amended to read:"That the council, the 
corporation, may pass bylaws for licensing, regulating and 
governing amusement arcades and classes of amusement arcades?" 


Mr. “Rotenberg: “If the city ‘of ‘Kitchener ©’so*® desires, °A£ 
it wants to make some different regulations for larger or small 
ones, if Mr. Wallace so requests that, I would have no objection 
to that kind of amendment being put in if that is a problem for 
them. 


Mr. Mitchell: Mr. ‘Wallace;™#recognizing/ tthe position thar 
I think the parliamentary assistant is taking, I guess the 
guestion comes down to whether you're prepared to accept half a 
loaf or “run’ the "risk vofwtniss bil 4beingemtost. Palknow7l e's 2a 
particularlye*difficult ‘question ‘to’ ask” you.’ +1 =nust Ssay "tha 7) 
agree with many of the comments made by Mr. Marshall. 


Mre-*Breithauptseert “sone ol foeering? down aeorewnatae will 
happen. 


Mr. Mitchell: Would yout©like#Sto @secheiclasses"a put in 
there? Would that enhance your operation at all? 


Mr.” “Wallace:*"I’'think* you" "have'*a “dit ferent’ kindof Pasticat 
when you have a large amusement arcade. You have a different kind 
of a situation than you do with a neighbourhood convenience store 
with one or two machines. The problem, which I'm sure the 
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gentleman from Cambridge would be aple to confirm, has been tnat 
they start out with one or two machines and tnen tney find after a 
while the tail begins to wag the dog, and it turns into a 
different kind of a dog. Wnat started out as one or two macnines 
in the convenience store--If he has room, all the canned goods go 
out, and another machine comes in. Tne first thing you know tne 
Character of tne whole operation changes and it can because of the 
influence of tne money received on these machines. We've found 
that is happening. 
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Mr. Breithaupt: But those three macnines, is this the 
break-even between those patterns? 


Mr. Wallace: We looked at what the city of Windsor did. 
We didn't really think the province was interested in doing 
any, things One thassat. all,.buteif .thercity..0—f Windsor=—could- get 
three machines, then that's something to aim for. We felt that 
really we're fighting an uphill battle. They didn't want to get 
into considering age which iS a very major concern to the police. 
They didn't want to get into consideration of wiping them out, 
frankly, where they've been established close to schools because 
of the free-enterprise aspect of 1t.Tne fellow would nave a vested 
Gagne. 


They didn't want to get into tne licensing of eacn machine 
because, again, you've got tne general problem of licensing 
personal property. Tnat would be something different. You would be 
getting into a whole new aspect of law. AS I say to you, in the 
United States tney hnaven't snied away from it. Tney have the very 
problem you're anticipating you're going to nave witn the 
Constitution when it comes into force about egual opportunity and 
so on. All those arguments are in there. Nevertheless, the people 
have found such difficulty with these things. Tnere iS so much 
money involved and so much pressure on tne small towns that they 
haven't been afraid to come to grips witn them. 


Tevsubmitin thatesthe, province,,is airaids to..deabL with... the 
Iatter. You're afraid to deal with it. You can't be. You've got to 
come to grips with this. A lot of money out there is going to be 
ranged against you, but you've got to do it. If we nad had more 
notice here, this place would nave been filled with parents and 
people from tne scnools. If you don't understand that, I aon't 
know what I can do to convince you. 


Mr. Marshall: Whny in the Bay area in California, have 
they put strict legislation on ages and so on? In the Bay area of 
California, historically, they've had proplems. Gentlemen, if you 
don't deal with this, you've got your heads in the sand. 


Mr. Swart: I don't kKnow wnetner our plan is to finish 
this evening. If it is, all of us are going to have to keep our 
remarks pretty snort at tnis time. I don't think the changes 
proposed by the parliamentary assistant are sufficient to meet the 
problem as posed py tne municipalities, particularly with regard 
to proximities. I suspect, too, that if you tried to limit the 
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hours of an arcade which was close to a school to different hours 
than those limited on the other arcades, you would nave proplems 
getting away with that. You could have an injunction brought 
against you and you would lose it. 


Mr. Rotenberg: If you have the distance from schools in 
the’ bill, Fite stil “wouldn't, vapphy sto -Fenoses that’ aré-stheretsnow 
because of the general legislation. 


Mr., Swabt:«lIlimyou had«Aicensing,. whichs meanstim ous pavessic 
renew the licence each year, certainly if your government gave the 
power, the municipality could, in fact, pronibit tne renewal of a 
licence so that they could not operate there. 


Mr. Rotenberg: General legislation says that iS not so 
and this wouldn't supersede the general legislation. 


Mr. “Swarts “L° “woul@arsay’- you" tcouldy’ changeswtne rWdeneral 
legislation, or you can put irrespective of section so-and-so. 
Tnat's possible. It's not impossible at all to do that if we want 
to do it, to make that exception. Sure, as it'sS worded here the 
Otner legislation might supersede it, but you could reword this. 
You know tnat and I Know that. That's a bit of a red herring. 


It seems to me that iS what is reguired. I look at this from 
the point of view that I don't think any councils I know that have 
been there a long time are going to really pass harmful, arbitrary 
legislation. I£ you did give the municipalities power with regard 
to licensing, they are going to look at tnat person who has an 
arcade operating at the present time close to a school where there 
may be a fairly substantial investment. It'sevnot°sads. Puuch 
investment as a nonconforming building perhaps. 


They) might. ,decide »\they,re’ "note igo rmgtom putee ite loutlaor 
buSiness, but he cannot operate those perhaps at noon hour or 
prior to school going in or perhaps even during school hours. A 
council is, generally speaking, going to be reasonable on thnese 
things. Tney are local. They Know what the pressures are from both 
Sides and they will generally listen to the business people and 
try to make an accommodation. Many of us in this room have been on 
municipal council. I think we know that to be the case. 


By giving them the power, I don't think it means they are 
going to go all the way in some arbitrary action. I'm one of those 
that happens to believe that these video games by themselves don't 
constitute anything immoral or are not even a bad influence. There 
may be a tremendous attraction that they have to the young people. 
You can get a group of young people together and, by deviation 
from the intent of tne game, get into the gaming process. You can 
have some real problems. 


Mr. Breithaupt: Tney could be buying lottery tickets. 


Mr. Swart: When the comments were made that they breed 
immorality, they establish a false sense of values, I'm not sure 
how far we have gone as a society about prohibiting anything 
because it establishes a false sense of values or anything of that 
nature. 
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Mr. Renwick: We certainly naven't done it by municipal 
bylaws. 


Mr. Swart: I don't think tney're that bad inherently, 
but the conseguences if we don't regulate tnem--I guess is what I 
am sSaying--because of the tremendous attraction, can cause real 
problems in our society. I'm inclined to think that we snould give 
the local municipalities the power to deal in the areas where 
these are real problems. 


One of those areas iS naving them adjacent to schools and 
having them open at noon hour and during scnool hours. The 
attraction to many--dare I use the term, weak-willea young people, 
and there are weak-willed adults--is such that tney will go there 
instead of going to school, the consequences be damned. 


Mr. Rotenberg: They have tnat power under the zoning 
bylaw. 


Mr. Swart: They have it in zoning, but you already said 
zoning can't be retroactive. Generally speaking, for the ones that 
Aree Having = othe iproblems © now “next! tor’ the ~% schools, that's 
meaningless. What I'm suggesting is that we should pass the 
legislation to give tne authority to the municipality to deal with 
its problems in tne areas where they're having the major problems, 
in the areas of concern. 


I don't think what the parliamentary assistant is proposing 
goes far enough to really deal witn the proplem. That's what I'm 
Saying. I recognize tnat this bill in itself will not accomplish 
what the people from Kitchener want it to accomplisn. There may 
have to be other amendments made. I think we snould make them. 
Maybe we should take some time on this tomorrow to work out some 
further amendments. 


Finally, because of the time, let me just say tnat it's 
probably -not bad to have: this kind of a pilot project, even if 
you're thinking of general legislation down the road. It's not baa 
tosvehaveralcbibls of this) type: pass »now. Such »arbitrary “use: of 
it--we'll find that out. 


The ministry often has permittea some special legislation to 
a municipality, even if it's only Toronto with regard to the 
police review board, or only for the one city to see how it works. 
You've used that over and over again. It might not be a bad idea 
to permit one or two or three municipalities to nave some of the 
special legislation and see how it works. Afterwards, you could 
amend the legislation accordingly. 


Mr. Renwick: I know with your experience that something 
is potnering you about our failure to come to grips witn it. Could 
you pinpoint what your concerns are about it? I would like to 
understand what tne position is. It wouldn't be the first time 
that this committee in a nonpartisan way did not necessarily 
accept the direction of tne parliamentary assistant. I'm not 
talking about that in terms of some parliamentary revolt or 
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destruction of the party system. I'm just talking about trying to 
deal witn tne problem. I think for the first time you have been a 
little bit roundabout in expressing specifically how you think we 
could deal witn tnese guestions. 


Forget tne noncomforming use and the zoning part of it. Tnat 
is a difficult problem, but as an ongoing one, now would you think 
tnat one could deal with this guestion of age, the guestion about 
the tokens that you are raising, going back to the syndrome again 
of the slot machines, etc? 


Mr. Brandt: I appreciate the question and I onave, as I 
indicated, received a number of representations from 
municipalities wnich want to nave a relatively strong effective 
amount of control over these video-arcade parlours, or whatever 
one might refer to them as. I think that their concerns are such 
that obviously they are not - addressing themselves to the 
constitutionals questions) aS»-toisages Limitation .dothnat = colles bemga 
guestion quite beyond tne control of this particular committee. 


If we do set that aside for tne moment, I think tne question 
of licensing the individual machines is of concern to them because 
the point has been very well made by Mr. Wallace tnat the larger 
the jJarcade; orthe idmorey dé iiculty y-oneqchaspheicomenayg muntierpal 
Standpoint, policing the societal problem, the problem of perhaps 
questionable assembly of a number of young people in one location. 
All of those things become somewnat more intense and somewhat more 
exaggerated when you get a larger number of macnines in a given 
parlour. 


Obviously, the proximity to schools iS another question 
which partly can be dealt witn by zoning, but the municipalities 
that I have spoken to are not satisfied that that goes nearly far 
enough in terms of them being able to regulate it. 


So I see a lot of value in what Kitchener is proposing to 
uSe/.Again, if one were to delete those areas that are 
constitutionally guestionable, in the other areas I would like to 
see us at least attempt to work out some forms of compromise that 
would allow Kitchener to get the balance of wnat they are looking 
for, Livat alb-possiples 


I don't Know if I am answering your guestion as directly as 
you want. 


Mr’, ®eRenwick: ..Thered@varessthes. three eiquestions: You have 
certainly opened my eyes about the difference between a single 
machine, ,andssa parlour, For the licensingéstee mparcledhe hi tasthat 
would be very right; the burden on the municipality is always 
greater when tnere are more people assembled in a smaller area for 
entertainment purposes. I could understand why one could put a 
goog argument for tne licence on a machine basis and so forth, or 
at least on every three machines or whatever the multiple was, 
something to get away from just a single fee for a parlour. 


Mr. Rotenberg: Mr. Chairman, if I may-- 


ae 


Mr. Renwick: Just a second. I am all right on that one. 


On the hours one, I nave no idea wnat the ftilow of trade, 
apart from scnool children, is through these arcades. I assume, at 
least aS a theoretic proposition, that you could regulate hours to 
indicate that none of them anywnere could be open during scnool 
hours; it wouldn't matter wnere tney were. I presume you could say 
they would be open from tnree in the afternoon until 11 o'clock at 
night, an eight-hour day or whatever it would be. I assume you 
could do that. I don't Know how many people wno are aaults use 
them during the day time and who would feel disadvantaged because 
ChevcGouldny tadonit..Am I.correct on that part of. at? 


Mr. Brandt: The municipality would have the right to 
establish nours of operation; they can do that now with other 
businesses. Some of them choose not to do so, quite obviously. 


Mr. Breithaupt: I think they all would be treated-- 


Mra Rotenberg: .. No,. not... necessarily. With respect, if 
they want class or classes, you could have a class of video-game 
arcades whicn were 1,000 feet from a school which would have 
different regulations than a class of video-game arcades which 
were not within 1,000 feet of a school. You can't prohibit then, 
but you can have a different class and you might have different 
hours for those which are closer to a school than those which are 
not close to a school, with the caveat--I am not sure wnat the law 
is because I am not a lawyer--if the regulation seemed to be 
arbitrary or discriminatory, the court might throw out that kind 
of regulation. 


Mr. Breithaupt: That is what I meant. 


Mr. Rotenberg: If we put in class or classes, as long as 
the regulations are reasonable, I think they would stand up in 
court, but if you said tnose that are 1,000 feet from a school 
could only be open from 5 p.m. to 6 p.m., the court would probably 
throw that out. I am trying to say tnis because it goes back to 
Mr. Sweeney'S point. What the ministry is saying and _ the 
government is saying is you can't put out of business existing 
legal nonconforming uses. You can put tnem i1n a ditferent class 
with different regulations. 


Mr. Renwick: But as a term of the licence, you could 
require that in this municipality no arcade would be open until 
three in the afternoon. 


Mr. Rotenberg: Yes, you could do that. 
Mr. Renwick: I am juSt trying to stick-nandle. I Know it 
sounds theoretic. As I say, I don't Know now many nonscnool people 


use them during school hours, if you get what I mean. 


Mr. Swart: You would get a lot of objection from the 
operators. 
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Mr. Renwick: Sure, you would: get ,a’ lot of sobjectionm »£rom 
the operators, whatever you do. I am always leery about the 
enforcement aspects of the provision which talks about "children 
only” "if accompaniéa- by ’an*® "adult. ““YApart  ,altogether Pirro the 
validity of it, the enforcement problem is an almost totally 
impossible one to enforce--at least I tnink it is--and the same 
with any age guestion, that no kid under 16 is allowed into the 
place., You transfer the burden to the operator of the shop whitch 
he can't then discharge. The only way they did it witn liquor was 
to provide a special ID card for the liguor store and we can't get 
into the ID card buSiness on a general basis for school children. 


I can understand the licence fee one, the token one. What 
are you saying? Are you saying that no machine can be operated in 
this municipality that can be used by tokens? 


Mr. Brandt: In my own view, I am wondering if perhaps 
that whole question of the tokens shouldn't be taken a step 
further and pernaps the information and some documentation given 
to the federal authorities. I see very little aistinction between 
counterfeiting paper money and counterfeiting coins, because tnose 
colns are simply not being usea in-house, in these machines. 


Any token that*is being “used to’ replace «a coin ‘1s, in fact, 
counterfeit. If it is being used in parking meters, if it is being 
used in other confectionery machines that distribute products of 
various types, in my view, that 1S a form of counterfeiting. I -am 
wondering if the federal authorities shouldn't be looking at the 
absolute right tnat these people are taking upon themselves to 
mint their own coins, which are, quite obviously, being used for 
purposes other than just the machines in their particular small 
operations..«I» don't. know, whethera thatieis » valad gory mot. giarcomit 
Know any other way to control it than to prohibit it. 


Mr. »esBrerthaupty eit .;wotshdnye; gbewy tate cprOVine ral =tmatcer in 
any event. That would be entirely a federal responsibility. 


Me. Brandtis -Thate vis “why Solieralsedpethe aiquestionse 1 aran 
perhaps) thinking ‘out ) loud) when) a*say that. “Sl ethnink wirirecalteecniat 
of the one type of coin you have received, there were close to 
400--362. When one relates tnat number of quarters into dollars, 
that is $100 that in some way has been passed illegally. Is that 
noe Correct? 


Mr. Breithaupt: Services nave peen optained. 


Mr. Wallace: We advised you that at the time all this 
agiscounting was going on we understooa tnat some of these tokens 
had to be produced in tne United States. Shortly thereafter we 
understand tnat the RCMP picked up somebody with about 60,000 not 
ones in Kitchener. 


Mr) Breicthaupt:* They made agree eiiiextrane ad eather 
few extra? 


Mr. Wallace: We can't prove it, we nave no idea, but we 
think that is how one of the operators or some of the operators 
were able to discount them to get around their competitors. That 
is an inference you could draw. 
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Mr. Renwick: I just don't know how much of a balloon we 
want to make of the proplem. I see that as a problem because if 
you have got under-the-counter exchange of token for money, you 
are into the gambling business; if you nave got this counterfeit 
coin, you are into that. We don't have any jurisdiction over that. 
As I say, I don't know how much of a balloon you want to make of 
it, but it would be interesting for tnis committee to find out, 
for example, from tne investigation branch of the OPP their views 
On the possibilities with respect to the intrusion of gambling and 
counterfeiting over a period of time through this device and now 
do they view it aS a problem. 


5:50 p.m. 


ne tnink that pecause of tne lLiguor licence board, 
particularly when James Mackie was chairman of the board, we have 
been relatively free of the other thing. Tne procedures which were 
established were to make certain that organized crime did not get 
liquor licences in the province. I cannot guarantee that any more 
than anyone else can, put they have been extremely careful witn 
respect.to.that. 


If you are talking about organized crime in a municipality, 
there are many municipalities where they have not got’ the 
facilities, the background or the information techniques to find 
out who is behind an organization, whether it is a legitimate one 
Or whether it is some other organization that you suddenly find 
has a foothold in each municipality and iS using money. That 
Strikes me aS a problem. Maybe Metropolitan Toronto can vet the 
kind of people who get those licences, but there must be a lot of 
MUNTCIpALIties “ln ‘Ontarioyge thats. dO. not... faves the...skills, and 
abilities. That would bother me. 


Tne police aspect of this question, the criminal part of it 
that you have raised, is something that I do not think we can shy 
away from. I do not think we should underestimate it as members of 
the committee to think for a moment that we nave our heads in the 
sand about tnis. I think we are talking only within tne limits of 
what we can accomplish. You can read me that article and I can 
agree witn all of the moral problems witn this, but they nave not 
solved it in the United States py proliferating regulations. 


Mr. Wallace: Tney made an attempt. 


Mr. Renwick: Yes, but if we recognize it as a proplem 
and pass some regulation that does not touch the problem at all, 
then it does not solve it. It gives everybody some solace tnat 
somehow or otner tney have done something about it. 


Just to finish up, on the one hand, I am unhappy about the 
parliamentary assistant's response that we have got to deny 
Kitchener this. On the other nand, I am not certain I see the way 
of solving the problems tnat nave peen raisea. I do not know to 
what extent tnis committee is going to be faced next session with 
two or tnree more reguests for special legislation. How do we get 
around to it? Do we just continue to go around in this revolving 
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door on it? We are saying the same tnings now that we nave said in 
the Windsor pill. Presumably wnen some other bill comes in, they 
will be saying the same thing again. 


Mr.” Mitchell: ~ Io do mot Know whether sors pursue Gechissaor 
not. It comes back to the class or classes again. Let usS assume we 
were to amend this to put in the words "class" and "classes." Let 
uS asSume that the city of Kitchener, when they were drawing up 
their regulations, Said that a class 1 arcade shall be those whno 
have one to three machines, class 2 arcades will have three to 
ten, and so on. Within tnat classification, class 3 will operate 
between the hours of three o'clock and 11:30 and shall be allowed 
to admit persons within certain age limits. 


Mr. Rotenberg: Everything but the age limits would be 
possible. 


Mr. Mitchell: Are you sure that the age limits would not 
be-- 


Mr. Rotenberg: No, because under the Municipal Act, with 
class or classes, unless we give them a special power which I have 
indicated the government iS not prepared to do, tney cannot 
regulate age because that is not part of the general legislation. 
They cannot regulate age. They can regulate a whole bunch of other 
things. 


Mr pe Ma tone lls AL right. 


Mr. Marshall: What about buying cigarettes? Is there not 
an age limit as to purchasing cigarettes? 


Mr. Sweeney: You have to be at least 16. 


Mr. Mitchel... I have one other question for the 
parliamentary assistant or the staff. Assuming we put in "class" 
or "classes," are there limits they can set for the licence fees? 


Mr. Rotenberg: NO, Is-do not: think @there= would CbemmaLlimic 
for licence fees, except if the licence fee became prohibitory. 


Mr. Mitchell: They could effectively look at an arcade 
with 10 machines or one macnine and say that tne licence fee for 
the lO-machine arcade will pe $100 per machine and work it back 
from there. 


Mr. Rotenberg: It cannot be per machine, but pernaps-- 


Mr. Mitchell: “Oh; no. “It tne’ °arcade “nast® 10 "machines );-" tne 
licence fee for that arcade is going to be $1,000. 


Mr... ‘Sweeney: Are’ there not limitations “in -this’ new’ Bill 
ll when it eventually comes through? 


pte Rotenberg: ‘pia gl ag B A would have a limitation on 
licence fees. In the present legislation, if we passed this’ the 


way I am recommending it, there would not be a limitation on the 
fees, 
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Mr. Mitchell: Would Bill 11 supersede this bill if and 
when it came in? 


Mr. Rotenberg: No, not necessarily, but Bill 11 would, 
in effect, give tnem everything they have in this pill. Bill 1l 
woulda tnen close the door on tne prohibitive fee. 


Mr. Sweeney: But if this bill was passed, and they were 
allowed to charge higher fees according to classes, tnen any 
Change that would come in under Bill 11 would not prohibit them to 
continue under this legislation. Is that wnat you are saying? 


Mr. Mitchell: That is the question. 


Mr. Rotenberg: You are now giving me tne idea tnat maybe 
there should be something in here about that. Wnat we are trying 
to do is give them everything they would have under Bill ll. 


Mr. Swart: That depends which bill has a notwithstanding 
CLAuGes,InNweLt. 


Mr. Rotenberg: a am not sure about tne answer. it 
OSpenessnGwaR Dhl) oosadrawnfup ¢in its finals forms) Peopably,.Bill 
ll would have a limitation on the amount of fees. 


Men. DBMitchell ee Int other-ewords, “that’*bill*would Be - able to 
apply retroactively? Is that wnat you are telling me? 


Mr. Rotenberg: No, it would apply from then on to any 
licence issued beyond that. 


Mr. Mitchell: So wnat they nad established would 
continue to apply, but not for any new licenses then issued in the 
future? 


Mr .gfRotenbero¢atlt: depends? now eBillme lrwillebemdrawns? It 
would probably be essentially any licence renewed after Bill ll 
came into force. 


Mr. Breithaupt: At which time, tnis section would likely 
be rescinded. 


Mr. Mitchell: I am just rather interestea in tnese 
manoeuvres. 


Mr. Brandt: With some co-operation and understanding 
from the committee, in view of the time, I mignt be able to get a 
motion on tne floor that would meet with reasonable acceptance at 
this point. I feel that there is a current of sympathy throughout 
all parties and through all members of the committee for the 
position being taken by Kitchener. I would be quite prepared, as 
are other colleagues of mine who represent the government's side, 
to attempt to move towards a position that is more compatible with 
wnat you are asking for. I think that tnat may not be possible, 
though, at this point in time. 
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What I would suggest we dao is take whatever number of slices 
off this loaf of bread that we can get now and continue the battle 
as time goes on, either tnrough Bill ll ‘or throughteturther 
discussions with tne parliamentary assistant and with the minister 
to attempt to get that which I tnink is guite appropriate. 


I would move, in light of those remarks, ana noping for some 
support from the opposition parties, that the private bill on the 
part of Kitchener be approved as amended by the parliamentary 
assistant. He can read into the record those amendments. I think 
we are fairly clear on what they are. 


Mr. Rotenberg: I am not a member of the committee. I 
cannot make the amendments. 


Mr.’ Bretthaupt® As’ a’*sponsor’ of” tne® DrPr eee; =twoura be 
prepared to make the two amendment Since it would appear that this 
is all we are going to be able to accommodate. I think the bill 
can then be completed. 


Mr. - Sweeney: 1 have one guestion LOT clariticacion 
before you go any further. 


Me. “Chairman: ait” am? esorny > ( Syousmveadnnotesnave stoners mouron 
hangang on another "motron? “Youvrare -gornd™ tor"nave "lO = ouc ere mc 
different way. 


Mr. Brandt: I ='willP-witthdraw my” motion=*anagqive~*the = 2.1008 
to Mr suBrerohaupt 


Mr. Rotenberg: Let us go clause py clause and’ make the 
amendments aS we go. 


Mr. Sweeney: Can I just understana something before you 
proceed? Where can you fit in the reference to class or classes? 


Mr. Rotenberg: In subsection 1(2). 


Mr. Sweeney: When we come to that, would you draw my 
attention to it because tnat is important to be in. 


Mr. Chairman: May we go to section 1? I believe there is 
an amendment in line 2. 


Mr. Breitnaupt moves that subsection 1(1) be amended in the 
second line after the fourth word "more" by deleting the word 


"coin-operated" and replacing it with the words "coin or token 
operated." 


6 p.m. 
Do you also want the hypnen? 
Mr. Revell: I don't think a nypnen is necessary. 


Mr. Chairman: Any further discussion? 
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Motion agreed to. 


Mr. Cnairman: Are tnere any other amendments with regard 
to section 1? 


MONI SB rSelindupe: @ED* ther points “iso that sin» aubsection. Bt2), 
if ~we are going to put in "class or classes,"» kt maysasnot».be 
necessary to deal with the "three or more" phrase. 


Mr. Rotenberg: We feel, and I think everyone agrees, 
tnat one or two machines snouldn't pe licensed. 


Mr. Breithaupt: So tnat there mignt be a nominal class. 


Mr. Rotenberg: There 1S no class. Their reguest is three 
Or more, which fits into everything. One or two machines are just 
excluded from all of this situation. 


Mr. Wallace: My understanding of the argument was tnat 
there 1S a distinction to be made between groups that have three 
Or more--a large arcade--and those that are less than a large 
arcade. What I'm suggesting to you is tnat, as it stands now, this 
really deals with three or more, or the large arcade. If you 
decide you want to deal with it in classes, why not leave it open 
so that you can have the corner store with one macnine, the one 
that has two, three or whatever. They do have the ability to 
Change their character, depending on tne economic circumstances of 
the owner and how many machines he wants. 


Mr. Rotenberg: With respect, if a place has two machines 
anasivoiw.daon® t bicenserrtnes operator, “ii ney;puts./in a third or 
fourth or fifth, then he comes under a different category and then 
reguires a licence. If you have a class from three to 10, let us 
Say, and you have it as class A and then he puts in an llth 
machine, ne suddenly becomes a class B. Once you have given him a 
licence and he doesn't conform «with that class, he needs a 
different kind of licence. 


Mr. Wallace: I'm just suggesting-- 


Mr. Rotenberg: I would suggest, with respect, I would 
like to leave well enougn alone and leave it three or more 
machines. It nas been tne policy everywnere. 


Mr. Watson: It would save a lot of bookkeeping for you. 


Mr. Wallace: It's more wide open if you say we can have 
class or classes. 


Mr. Rotenberg: We're guibdbling about allowing "class or 
classes" in Subsection 2. 


Mr. Wallace: No. I'm saying if you suggest tnat you want 
"Class or classes", then leave the discretion in there of how to 
@efine the classes so that we can actually have a class that is 


less than three machines. 
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Mr. Mitchell: It was Suggested by tne parliamentary 
assistant that it could be amended to include "class or classes". 
Surely . by» putting that in, »wesoshave. acknowledged «that .= the 
municipalitysnas)rthe eright topidentifyial class ey, onentoachntec por 
class B, tnree to five, or wnatever. 


Mr. Cnairman: DoeS someone have an amendment that’ they 
wish to propose, make a motion, so that we can deal witn that and 
eitner vote) it up or,down? 


Mrs. Brebthaupts “The ieifectagaqrmMrs Chairman, of leaving 
"three or more" in Simply is that you don't have a class for that 
group. Your classes begin-at three. 


Mr. Rotenberg: Let “me “just i*take *'a@ moment. son! sthiss! The 
purpose of licensing is to license a business, not license the 
machines. That's the philosophy of all our licensing legislation. 
A person who runs a variety store and has one machine in there is 
not in the video-game business. If he has two machines he is not 
in the video-game puSiness. 


You're not licensing the machine; you're licensing the 
buSiness. We have generally agreed in all our discussions that one 
Or two machines iS not a business. Three or more is at least a 
Sub-business. I would, with respect, ask the committee to leave 
well enough alone. To harass a person who nas one machine in nis 
variety store, to make him go and get a licence, is a little much. 
It's not really what the problem 1s all about. 


Mr. Mitchell: Now you are Suggesting you could not 
accept "class or classes?" 


Mrs > Rotenberg? iNo;, of course?e*youl-snouldeéput’ inv *elass 
or classes," but leave the three or more machines as Mr. 
Breitnaupt suggested. One or two machines is just sometning tnat 
isfnotspartso£ Ehisy bills 


Mr oopSwart:7@ they. nesimot.s reallystcontragdictory eal Gthinkoart 
was Said before that class doesn't necessarily mean just the 
number of machines. Tnere can be other classes. One class might pe 
those; within 12,000. .feet,~of sthemschool. Miindmyou,sablieninkieathat 
would be tnrown out, from my municipal experience, if you tried to 
put that in a class. Nevertheless, what we're going to get is 
limited because of the terms that have been laid down by the 
parliamentary assistant as to what they will accept. We may be 
able to broaden it a pit by putting "class or classes" in there. 
Leave the three in there and tnen put class or classes, whicn 
could provide for otner methods of classifying. 


Mr. Rotenberg: Mr. Breitnaupt has an amendment to 
Subsection 1(2) that might solve the problem. 


Mr. Breithaupt: Mr. Cnairman, I would suggest then that, 
following the comments from the parliamentary assistant tnat my 
amendment to Subsection l(l) would be just the phrase""coin or 
token operated," if that iS acceptable, we will move on to the 
class or classes theme in subsection 1(2). 
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Mr. Sweeney: I nave a guestion about this. If I 
understand correctly, one of the advantages of moving to "class or 
classes" is that you can, even in a small way, affect the proplem 
of operations near a school. You have indicated tne various ways 
in which you could do it, time and so on like that. A different 
class has a different limitation to it. 


If, in fact, you have a number of small stores with two 
machines each all within 50 feet of a school, there is no way you 
can use the "'class or classes" to control that if you leave the 
"three or more" in. I would like to counterplea, it you will, with 
the parliamentary assistant to say that if we're putting the 
"Class or classes" in, to give them a form of control which they 
can't have in any otner way. Then surely don't further limit them 
more SO than they are going to be limited anyway. 


Mr. Rotenberg: Then chance of having seven or. eight 
different stores all with two machines close to a school is 
somewhat unlikely. 


Mr..iuMarshall:.It. exists. now. 
Mr. Wallace: It exists now. 
Mr. Sweeney: No, it's not true in Kitchener. 


Mr. Rotenberg: AS I Say, the government feels that you 
Should be able to license a business, not be able to license 
individual machines. The store with one machine is certainly not 
in the video-game pusiness. As I say, this is just the way we feel 
about it, that you're licensing businesses and you have to have at 
least three machines to be in the business. Tnat's a definition 
that has been accepted by all those proponents of this kind of 
legislation. 


Mr. Sweeney: I don't know to what extent it's true in 
other municipalities, but the problem is that in our municipality 
there are a lot of small stores tnat have been set up close to 
schools simply to get the school business in many ways. They pick 
up the chocolate bars and the pop at lunch time; the kids walking 
home from school pecause they're so close. In a sense, it is a 
problem. I'll admit tnat saying that there are seven anda eight 
within a block is an exaggeration, but there are locations where 
there are more tnan one. I wouldn't be prepared to say how many. 


Mr. Mitchell: I tend to agree with Mr. Sweeney although 
I may also add that tnere is one only a couple of blocks from 
where I live in Ottawa. If you look at those stores that have one 
Or two machines in tnem, uSually tnere's only one person playing. 
They wind up playing it all the time. That's all I've ever seen in 
tnose facilities. 


Mr. Rotenberg: It's an area of congregation. 
Mr. Chairman: I've had a tecnnical problem set out to me 


by the legislative counsel. If you are getting into one and two, 
it is the proplem with regard to private bills that have been 
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advertised. This private bill nas been advertised with the words 
"three or more" in tnere. If we were to amend and go down to 
include places that have one and two, then we nave problems with 
those persons wno have one and two macnines on their premises not 
naving had an opportunity of appearing before this committee and 
making representations. Am fi correct, MY. Revell, in my 
interpretation? 


Mr. Revell: yes. I believe that under the standing 
orders it's possible to amend the bill so that it affects fewer 
people than are caught py tne scope of the aavertising. Wnen you 
amend tne bill so that it suddenly captures people who received 
eitner no notice of it, or wnen they read the notice, made the 
assumption, "I don't have to worry apout this legislation because 
I am excluded by the very definition of 1t,“ I think you end up 
with a slight problem. 


In sterms,/o£ sadding * "chasse ors classes," faseMrs Swarteisaia; 
it's not inconsistent to have a null set. The null set nere would 
be one and two machines as a nonclass. It's not even included in 
the legislation, but you can have a five-macnine class, you can 
have a 20-macnine class and a 30-machnine class. fois. <tot 
inconsistent. But I do think there is the problem of suddenly 
making tnis apply to the one- or two-machine operator in that ne 
did not receive notice of the bill. 


Mr. Mitche Wk: Even the solrcitor froms* Icnea ere yeco. 
Kitchener. iS’ nodding his head at that point. Mr. Breithaupt, I 
thinks: Nas tne, plLoor . 

Mr. Sweeney: All right, let's vote. 


Mr. Mitchell: Has Subsection 1(1) carried? 


Mr. Chairman: Are there other amendments to subsection 
1(1)? No, fine. Snall subsection 1(1), aS amended, carry? 


Motion agreed to. 


Mr. Chairman: Are there any amendaments to subsection 
eZee 


Mr. Breitnaupt moves that subsection 1(2) be deleted and 
replaced with the following: The council of the corporation may 
pass pylaws for licensing, regulating and governing, 


(a) amusement arcades or any class or classes thereof, and 


(Db) persons who operate amusement arcades to which a bylaw 
passed under clause (a) applies. 


63207 Dei. 


Mr. ‘Rotenberg:  vAnds othe iwords' LthenntSand efor etrevoking:e and 
suspending any sucn licence?" 


Mr. Revell: Sorry, “for revoking and suspending any such 
licence" should be added on the end, Mr. Breitnaupt. 
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Mr. Breitnaupt: So that would be picked up for the last 
phrase and tnen "for revoking and suspending any such licence" pe 
included in the amendment. 





Motion agreed to. 


Mr. Chalrman;: Are there any furtner amendments to 
subsection 2? Shall subsection 2, as amended, carry? 


Motion agreed to. 


Mr. Cnairman:Mr. Breithaupt moves that subsection 1(3) 
be struck out and be replaced with tne following: A bylaw passed 
under tnis section shall be deemed to pe a bylaw passed under the 
Municipal Act. 


Ls .nstmere any fucther discussion jon Mr. Breitnaupt's 
amendment of subsection 3? 


Mrien SWartChedT 3Just.want to, say,,that, to.me,,.Lt ducks this 
bill so totally I can't Support this amendment. There are two or 
three things they particularly want to do in this bill. One is to 
keep these large arcades away from the schools; second, they want 
to pronibit the children from being there and. Although they may 
say this is discrimination under tne Constitution, in fact, our 
Constitution won't be declared until 1985, so we could put this in 
now and see now it works out. 


This is simply not going to resolve the real, fundamental 
problems that are faced now by the municipalities. Maybe what we 
have done may be slightly better than wnat we have at tne present 
time solely under the Municipal Act, but I just don't think it 
really resolves the problem to an acceptable degree. Thnerefore, I 
have to oppose it. 


Mr. Chairman: Any further adaiscussion on Mr. Breithaupt's 
amendment on subsection 1(3)? 


All tnose in favour of Mr. Breitnhaupt's amendment, please 
raise their hands; seven. All those opposed, one. 


Motion agreed to. 


Mr. Breithaupt: I don't believe there are any further 
amendments. I just Should aavise the committee that the remaining 
sections 2 and 3 deal with certain changes in the administration 
and operation of the poard of directors of The Centre in the 
Sguare Inc. 


Mr. Chairman: Excuse me, I haven't carried subsection 
1(3). All thnose in favour of subsection 1(3), as amended, please 
raise your nands. All those opposed, please raise your hands. Tnat 
motion is carried, seven to one. 


Section 1, aS amended, agreed to. 
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Mos %*Brefthauptnersectionse® 2esrand@ samidealamiwith Scentaun 
changes to the management of Tne Centre in the Square Inc., ofr 
arts centre, in the city of Kitchener. I believe these changes and 
Matters that appear here with respect to directors and how they 
are appointed and tneir terms are favourable to the ministry. Is 
that corpecey 


Mr. Rotenberg: No opjection. 

Sections 2 to 4, inclusive, agreed to. 
Preamble agreed to. 

Section 5 agreed to. 

Bill Pres reported. 


Mr. Mitchell: Mr. Cnairman, before we adjourn, Mr. 
Brandt has asked me if I will raise two questions for you. One, 
within the express funds created for this committee, could you 
arrange “thatsathatw*book; = to°rwhich? the) «solicitor Clorgwnestcaty Wor 
Kitchener drew our attention, be purchasea. Two, would you, as 
Chairman, and the clerk attempt to discuss this wnole issue of 
tokens, aS raised py Mr. Brandt, with the OPP and RCMP to get 
their comments? 


Mri Chabrmanscl) wills tandertake,; oOntipehaltr orfethemcrterk; 
to contact the OPP with a copy of Mr. Renwick's remarks from 
Hansard and follow up on that as Mr. Renwick stated. 

Mr. Mitchell: And will you purchase the book? 


Mr’. Chairman: Ts*that’ one "copy ‘oremore? 


Mr. Mitchell: One for each member of the committee and 
whatever the clerk-- 


Mr. Breithaupt: At least I would hope that there would 
be a number of copies available at tne library because if this 
Biavreil, or'r¥ts*replacement;- *rs'“going to deal "with this theme, 1c 
would be useful to have at least some on hand. 


Mrs Chairman: Shailin, wese thentllorder «9227 [Sv that the 
consensus, that the clerk order 12 copies of this book? 


Mr. Breitnaupt: For distribution as the chairman sees 
£itGs 


Mr. Mitchell: Or if you want to leave it wide open “and 
just say that the chairman has the authority-- 


Mr. Chairman: No. Is that the consensus? Yes, I see the 
consensus. 


Mr. Swart: Does Chat mean you don’t get any? 
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Mr. Chairman: No. Twelve, 13? 
Me, Mitchell: No, not £5; 15. 


Mr. Cnairman: Fifteen copies. We are now 


adjourning 
reconvene tomorrow following routine proceedings. 


Tne committee adjourned at 6:16 p.m. 
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LEGZSLATURE OF ONTARIO 
STANDING COMMITTEE ON ADMINISTRATION OF JUSTICE 
Fricay, February 4, 1983 
The committee met at 11:28 a.m. in room 151. 
CITY OF NORTH YORK ACT 


Consideration of Bili Prl0, An Act respecting the city of 
North York. 


Mr. Chairman: Shall we proceed with Bill pPrl0, An Act 
respecting the City of North York? 


Mr. Mitchell: We have three parties here today. 


Mr. Chalrman: It might have sometning to do with that, 
too. Mr. Swart was very persuasive this morning in pointing things 
out to me. 


Might I point out, gentlemen, that Bill Prl0O was referred to 
uS some many months ago by the House. Wnen it was adjourned on 
April 15, 1982, it received first reading. It was adjourned sine 
die when it came up in front of this committee the first time. In 
November the city requested that we proceed with the bill and sent 
around a letter, dated November 8, 1982, enciosing an amended 
subsection, which will be clause eng | Fa} tad att That has been 
distributed to you. 


Mr. Robinson is tne sponsor of the bill and perhaps he would 
carry on. 


112730 aum, 


Mr. Robinson: It is my pleasure this morning to bring 
before the justice committee Bill Prl0, An Act respecting the City 
of North York. The bill has had something of a complex history in 
a legislative way, even in the brief time it nas been before us 
for consideration. I think, indeed, there are going to be further 
recommendations made py the city of North York this morning betore 
you are asked to consider it in its entirety. 


Rather tnan discussing tne merits of the bill at this time, 
it is my pleasure to introduce to the committee Charles E. Onley, 
QC, who is, without a doubt, one of tne most illustrious municipal 
solicitors in our province today. I'm able to say that, knowing, 
of course, that before succumbing to the pressures and the 
enticements of the city of North York, he was a solicitor for the 
great borough of Scarborough. 


Having said that, I would also introduce to you Mr. George 
Dixon, of the city's municipal legal staff. Without further ado, I 
would ask Mr. Onley to take the floor, 1f that is your wisn. 


Mr. Chairman: ” Thank °" you,’ / Mrs Robinson. Perhaps, Mr. 
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Onley, to start with, you might outline the biil in simple words 
for tne committee before the technicalities becin. 


Mr. Onley: Thénk you very much. 


We are withdrawing section 1. Tnat is the one dealing with 
tank farms. We are witndrawing it for two reasons. One is the 
objections, and also the propnlem, 19 snort, has suopstantially been 
solvea. Some of tne oil companies involved nave volunteered to pay 
tne full amount of taxes. 


Tne reason it was proucnt forward in tne first place 1S tnat 
they were paying something like $80 an acre. In round terms, on a 
l0-acre parcel, tney were paying less tnan nalft of the stanaarad 
Subdivision house assessment. Tnerefore, we are asking tnat 
section 1 be witndrawn. 


Section 2 is the meat of tne matter. Tne essential reason 1S 
that what we are seeking here 1S not covered by any present 
legislation, including tne new Planning Act. Nortn York 1s moving, 
as are some other municipalities, but North York is moving from 
the old subdivision days of Single-family development to ratner 
massive redevelopment. 


Rather tnan having subdivisions of land, we are having 
assemblies of land. these assemblies are GO create new 
development. I think it's important to note that a high-rise 
commercial or a high-rise residential development 1s really 
nothing more tnan a vertical subdivision. If, instead of going up, 
an apartment pbuilding was built side py side, it would be a 
subdivision. 


It should also be noted that the Subdivision process applies 
where there 1S a condominium. We have the anomalous situation 
today that you can have two buildings exactly the same, one a 
condominium and one rental, but the provisions we seek here 
already apply to the condominium but do not apply to the rental. 


It also seems anomalous that, indigenous to the matter of 
condominiums, what we are seeking here already applies if you have 
a consent and you are going to divide an 80-foot lot into two 
40-foot lots, or a 100-foot lot into two 50-foot lots. However, it 
would not apply if tne person had two 50-foot lots anda assembled 
them because he wanted to nave a high-rise development so he could 
rezone it. 


As to site-plan control--under what iS now section 40 and is 
carried forward in substantially, if not exactly, tne same form as 
the new Planning Act--originally, this was called development 
control, but really it does not control development. There are 
enumerated items in, that section... That .is-all.it) does...Tnere are 
just nine of them. 


In the case of an integrated, large redevelopment wnich we 
are getting into--as you probably read in tne paper, the downtown 
development in Nortn York--there is a great deal of co-ordination 
reguired, not only of services, but between developers. It has 
been said that an intense redevelopment of two or three acres with 
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high,.mise has, just as .big an impact as a 100-ecre initial 
development of single-family dwellings. 


It 1s completely anomalous to us. We nave all these sorts of 
controis, including pinging successors in title for a supndivision 
or two lots, if you will, and don't have it tor a development of 
hign-rise apartments affecting many more people. Not only does the 
redevelopment on a smaller parcel not have control as far as 
services and so on are concernec, it also affects far more people 
in the community. There are more pecple involved in five acres of 
redevelopment tnan there ar2 in 100 acres of the standard 
Singie-family subdivisicn. 


Some examples: for instance, we nave on our official plan a 
provision for underground walkways. It's true on the site-plan 
eentrolaidt..»~talks ,.-about owalkways, but that's only in the 
development. We really reguire some co-ordination tO make sure 
these matters are happening. It's difficult to co-ordinate where 
you have just a generai authority in a zoning bylaw. At the 
present time you cannot attach conditions to zoning. 


We have nad more tnan one example where, if the municipality 
approves, they rezone it subject to a development agreement. The 
owner says, "Fine, you've approved tne rezoning; go anc pass the 
bylaw or we won't sign the development agreement." We go to the 
Ontario Municipal Board and we are put in the, to me, very sad 
Situation where our planning staff, planning board and council 
have approved tne rezoning. We cannot say that tne rezoning was no 
good. They appeal our refusal and get the rezoning and say, "Never 
mind, we're not going to enter into the development agreement." 


Another and comparatively new matter is tnat we are getting 
into what are called streetscape policies. We can't deal witn them 
in a zoning bylaw really. All you have are setbacks. We've been 
trying to stretch it to say it's under the site-plan control, but 
really for practical purposes it doesn't work. 


One of the serious problems I alluded to earlier is that 
even if they do sign the development agreement it is not binding 
upon successors in title as would be tne case if it were a consent 
to divide two lots. 


This is not unusual, as I'm sure you know, for a person 
whose business is rezoning land, putting it in condition so that 
it can be developed, and then selling it. I'm not suggesting a 
developer would do it for any improper purpose. He can avoid tne 
whole thing merely py transferring it to some other captive 
company of his. 


All we're seeking iS a clear and efficient manner of 
processing the implementation of redevelopment. Tnat's all. We 
nave had similar legislation, the same legislation virtually, in 
Burlington for 10 years. Tnere was furtner legislation aeveloped 
in London and so on. There hasS been no complaint about that. In 
the case of Burlington, after naving 1t for over 10 years they 
have nad one court case wnich was guite clear anda decided a small 
independent issue. 
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Although, 1&6 s «not panagquest £Ore NGsechs) Yorks simoelbe wong 
applicaole where you are having a large amount of redevelopment. 
It's only wnen you get into tne crunch sosition of reguiring some 
substantial amount of cnange in the existing services and require 
to have dealt with items that are not covered by the site plan 
control» section... There's «no! ilegisjaticon at “the present: *time);to 
cover Our problem. Tne only other municipalities I can think of 
that have this sort of a problem in the Metro area would. be 
Scarborough and Etobicoke. 


Onesmay. aSk,«what,.apout, the city of Toronto? TI point ouc co 
you the whole of downtown Toronto was zoned 12-times coverage, and 
the small amounts that are involved are gladly paid in their case. 
We're struggling with about four-times coverage. It 1S just not as 
easy to get compliance by applicants for redevelopment. 


We are asking really only that we nave the same authority to 
deal with redevelopment, keeping in mind, by the way, that if they 
don't agree with it they could appeal to the municipal board, just 
aS a person can appeal on a consent or on a condominium or on a 
Subdivision. Tney have protection there. 


11:40 a.m. 


I mignt just add one thing. Mayor Lastman nad hoped to be 
here. I don't want to sound facetious, but ne had a hairy matter 
come up. We hope it won't come out either, but he had a matter he 
had to see a doctor about with respect to nis curly hair. He sends 
his very apologies very sincerely. 


MrisaSwart: On =a point “Of “order, -loam wondering, sslus tec 
facilitate things because of what happened yesterday, if we might 
near from the parliamentary assistant first. Then we could have 
the discussion by the committee. I think yesterday we had guite a 
bit of discussion and he had to cut in nalfway tnrough. Perhaps we 
could hear the views of the parliamentary assistant at this time. 


Mrs Mitchel): ul shad sone, basic. “question. Loo lemay sates 
place it so the parliamentary assistant knows where I am coming 
from. It has always been my impression, and I've been out of 
municipal politics now for too many years-- 


Mos SOWartG: WT thanksvoucshoulongo.backe 
Mr. Mitchell: Tnanks, Mel. I wish you the best too. 


It nas always been my understanding that a municipality 
coula pass a development or redevelopment bylaw which basically 
covered all of these. I guess that's where my confusion lies: why 
the need for this bill? 


ice Chairman: I am inclined to Follow Mr. Swart's 
Suggestion that we hear from tne parliamentary assistant ratner 
than taking a lot of time and then learning of his position near 
tne end. Perhaps the parliamentary assistant would respond to this. 


Mr. Rotenberg: Mr. Chairman, as usual Mr. Onley gives us 
a great case for what he wants. There are other aspects whicn I 
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think nave to oe considered. What we are basically talking about, 


as I understand it, 1S money, althougn there may pe some planning 
controls as weil. 


Some of the members of the committee, especiaiiy Mr. Swart, 
have been witn us all year and ail of last year dealing with Bili 
159, the new Planning Act, which is wnat, in effect-- 


Mr. Swart: Three years. 


Mr. Rotenberg: Three years, yes, in aetailed study. In 
effect, tne city of North York is now trying to amend tne Planning 
Act, which just received its third reading last week, for North 
york only. Of course, if it is amended for North York only the 
precedent is there to amend it for every other municipality within 
the province which is developing. 


There are two different aspects to land development. One is 
Subdivision of raw land; another is redevelopment. With all due 
respect to Mr. Onley and the city of North York, there are some 
very essential differences in the development of raw land and in 
redevelopment historically and from the municipal point of view. 


When you develop raw land, you do enter into a subdivision 
agreement. You do reguire tne suddivider to pay for some of the 
raw services that go on tne land or for tne land. These are called 
lot .levies and these are allowed py the government for 
municipalities to impose them. 


I snould say aS an aSide, through the Association of 
Municipalities of Ontario and tnrough various committees tnere has 
been a review of the whole lot-levy procedure over the past three 
Or four years. It's not a happy situation because a numper of 
municipalities in the province nave asked for a review of lot 
levies and tnere are some different procedures in ditferent 
municipalities and even among AMO. At this time I don't perceive 
an agreement among the various municipalities that are involved in 
development of subdivisions as to how they feel the lot-levy 
legislation should be cnanged. 


It nas been the principle of this province's Planning Act, 
practically from the beginning, tnat on Subdivision on new 
development of new raw land, that lot levies can be imposed. It 
has been a basic philosophy of this government anda the Planning 
Act that on redevelopment, lot levies are not imposed, although 
there are some development agreements for certain specific things. 


Really, maybe not in all the detail, wnat Mr. Onley and the 
city of North York are asking for 1s to be, in effect, allowed to 
impose a form of lot levy on a redevelopment. Tnat 1S, when you 
take a piece of lana, be it at Yonge and Sheppard or wherever, and 
a man comes in, he buys his land, he knows what the zoning 1S, he 
wants to redevelop it or ne thinks tnat, because of the official 
plan, he is now entitled to twice the coverage. He 1S going to get 
more coverage under tne official plan--tne zoning is there; the 
official plan says it is going to be there--than the city of North 
York nas a condition of whatever. 


6 


They .says  ¢"That «xs. akbisvery _wellyocbut, ,oqent lenien Aswegrare 
going todo need more sewerS; we are going to need to widen tne 
roads; we are going to need this; we are going to need tnat. We 
want you to pay for this.” 


The government does not feel that type of thing is 
appropriate. We have nad a lot of discussion from all sides cf tne 
Legislature about the problems of housing. One of tne problems of 
a lack of housing within the city of North York, the metropolitan 
area, and probably throughout the Dpdrovince, ~its* tnhe==cosrt co 
developers of putting uo new housing. 


Mr. Spensieri: You feel the nome ownership-- 
Mr. Rotenberg: Just a moment. 


Youwscarept ini effect, “addingi ‘a VbUrden “OntOetiac= particular 
piece of ground. You are adding a burden onto that developer, 
which eventually comes onto the eventual purcnasers. 


As. I..say,  it'is -the*® philosophy .of “our” Planning’ “Act=-anda™= a 
agree with it and the government does--that those types of things 
Should be part of tne general levy throughout the municipality and 
snould not be imposed on one particular development. 


There are provisions within the new Planning Act for certain 
conditions to be imposed on site plan control. All of the things 
in section 2 of the bill, are things that should also ‘be “taken 
into consideration on a rezoning. 


NOrthwhYork Wis trying “sto * take. what” ~yourewanr doweunduer 
Subdivision by taking raw land and developing it and saying you 
are going to be able to do the same on redevelopment. But 
Subdivision is not land assembly; Mr. Onley 1S guite correct. I do 
believe there is guite a difference. I and the government believe 
that land assembly should not be treated the same way as 
Subdivisions, because they have pought land and tne services are 
there. Ln iia Lie (aspects, Tte” roe ethe responsibility of the 
municipality as a whole to pay for redevelopment or re-evaluation 
of services. 


A lot of the presentations were made before the general 
government committee last year and a lot of these things were 
discussed; both tne problem of lot levies on new land and on 
redevelopment land and the possibility of being able to pose the 
same kind of conditions on redevelopment as on_ subdivision 
control. 


I believe--Mr. Swart may confirm some of this--thnese things 
were extensively discussed within the last calendar year. The 
Legislature as a wnole--not just the government--made a decision 
that we. would.nocialltow “the “type-."of “thing “whren NOEEn~ York = Ls 
asking for. 


Having made that decision, we should not change that whole 
philosophy now and start a wnole new way of nandling redevelopment 
for the ‘city “of North York’? if?iwe rdo “iteafor SNortrevorky Vae+can 


~J 


assure you that within this calendar year nalf a aozen 
municipalities wili be asking for sSimiiar powers. 


Having said all that, the government aoes not recomend 
support of this clause of the bili. 


Mr. Elston: You feel that another half-dozen 
Municipalities may be requesting the same sorts of authority whicn 
this bill is reguesting for North York. Doesn't that tell you 
something about the ccncern the municipalities nave for upg<sadiag 
of facilities and for dealing with the evaluation of services and 
things? It just seems to me that in most cases municipalities are 
not running around asking for something they do not need. 


Mr. Rotenberg: The guts, the basis of it, iS money. It 
is a lot easier for a municipal council to take a developer--tnat 
big, rich, fat developer out thnere--and stick it to him than to 
add a half a mill on the tax rate for essential services. Tnat is 
really what you are talking about. 


Sure, every municipal council would like to get someone else 
other than "the taxpayer" to pay for upgrading their services, but 
it is the responsibility of the municipal council to provide tne 
services. 


Certain things can be done by local improvements. Tnere are 
ways of doing some of these things, put the basic philosopny, 
wnich we had from other municipalities during tne planning 
procedure, is, "Stick it to the developers and let's not put it on 
the tax rate." That is why they are going to be here. 


We feel there are certain things which belong on the general 
tax rate. Tnat is the way we have peen doing it i1n tnis province 
for a number of years. From all tne hearings we had on the 
Planning Act last year, tnere seems to be no reason to cnange some 
of those basic concepts. 


11:50 a.m. 


Mr.- Spensieri: I would like to comment very briefly on 
the parliamentary assistant's comments about the "stick-1it-to-thne 
developer" kind of legislation, if ne will allow me to use his 
phrase. 


It seems to me that tne guestion of ancillary levies, or the 
ability to extract additional funds from a developer as a 
condition of rezoning or reaevelopment permission, is only a very 
minor part of this proposed legislation. It 1S not its main 
thrust. I shall ask Mr. Onley in a moment whether he thinks the 
most important aim of section 2 is to extract additional financial 
concessions. 


Wnat the section really addresses--1in my numble view--1s the 
guestion of being able to effectively impose conditions whicn nave 
to do with the concomitant uses in tne immediate Surroundings anda 
the overall development of an area, such as the recent example we 
nad witn the Murpny-Hall-Elaerprook aevelopment in tne nortn area 
of Jane Street and Fincn Avenue. 
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It seems to me that this section would attemot to acdress 
those Kinds of legitimate conditions wnicnh a municipality would be 
able to demand as part of granting a rezoning and redevelopment 
permit. 


Mro Onley, oly - precise “juestron. is;ets Cres “ar Kind OL sa 
money-grabbing type of bill, cr is it really a wise planning type 
of legislation? How do you see it? 


Mr. Onlev: It is wise pianning, altnough some of its 
aspects deal with redevelopment levies. Remember that these lands 
never,» paid. any. ,levies and. that. 1t. 1S Only with fesvpect Col tiese 
lands that are coming up. When it is put on a general rate, tna 
means that everyone elise in the municipaiity contributes towards 
the, cost... -To. “putrit.,ontlocalmamprovement means "that it may take 
two or three years to get the thing tnrough. 


Your comment about Jane and Finch and the northwest corner 
is one that’ I should have thougnt..of. The reason that it is 
co-ordinated is that it just so nappened that one developer owned 
the wnole land, and we were able to get scnool sites and parks and 
walkways and everytning else py Supalivision. If it nad been owned 
by several individual separate people, we could not have done it. 
That is all we are asking. 


Mr. Spensieri: Mr. Onley, there are parts of North York 
where the demand for nousing and for hnign-quality development is 
so large tnat wnether it iS a condominium or rental situation, the 
developer-owner will be able to get financial returns which are 
way above tnose wnicn would be applicable to a less deSirable area 
such aS--just to use an example--the Riverdale area or whatever. 


We know developers are building witn a view to receiving the 
maximum income. What do you see as being intrinsically unfair in 
demanding that, aS a licence for being able to participate in 
these above-average returnS--we have just had an example in the 
Yonge St. and Sheppard Ave. area where tne lowest price in a 
co-operative apartment, which presumably wasS supposed to be able 
to provide more reasonable nousing, was in the range of $700 a 
month. 


If that's what these developers are getting, do you see 
anything wrong with demanding--obviously you do not, but perhaps 
you could explain--very large concessions in terms ot schools, 
roaads and the upgrading of services? Tnis is from the standpoint 
ofan economic; analysis. 


Mr. Onley: The levies are such a small part of the total 
picture--examples - of --levies., .aret $300. .awW suLte.s) Thatesis juste 
nothing. We see notning wrong with reguiring that tne person wno 
1s seeking tne reaevelopment of tnose lanas--dao not forget we are 
talking of redevelopment--snould pay a fair share towards tne cost 
of putting in tne services that are reguired for nis aevelopment. 
I aM@.not .talking about paying, for “a erirenall that is) G0inu, Lo me 
located 10 miles away, but about services and the costs related to 
Supplying services to those lands. Tnat is all. 
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Mr. Swart: I snoula like to asx one question of tne 
parliamentary assistant. Is your name Oaley? 


Mr. Onley? It'is Onley. 


Mr. Rotenberg: Do you remember wnen he was solicitor of 
the Association of Municipalities of Ontario? Were you not with 
AMO when ne was there? 


Mr. Swart: Yes, but that was a while ago, too. 


Wnat are the limits on the lot cnarges? Is there a limit? I 
Know that at one time tnere was. 


Mr. Rotenberg: On subdivisions? 

Mr. Swart: Yes. 

Mr. Rotenberg: I do not think there is a cash limit. 
Mr. Mitchell: I do not think there is. 


Pile Swart: There is no limit at present? The 
municipality can charge wnatever they want? 


Mr. Rotenberg: There are only certain things they can 
Charge for. Also, that has to be approved. Charlie probably knows 
petecer chan I dado. 


Mr.- Onley:. To answer that,. if I may: There has been a 
series of court cases on consents. The reason for tnat has been 
that it is easier for a person to go to court when he only has to 
deal with two or three lots on a consent than if ne iS going to be 
held up with a big, long subdivision. 


Please do not think thnat we are only talking about levies 
here, but in answer to your question, tne courts nave hneld tnat 
any levies must be reasonably related. That may not souna like a 
precise answer, but it is a valid one. It sets tne test. Some ot 
the court cases went to the Court of Appeal, but none of them went 
to the Supreme Court of Canada. The ground rules have been set. 


In the case of the bill before you, if we tried--we are not 
going to--to extract far too much, the person can go to the 
Ontario Municipal Board and seek redress tnere. The municipal 
board, tnough not a court as such, reads all the court reports 
that are related to it, as I have found to my chagrin tne odd time 
when they throw at me a case wnicn I have not reviewed before it 
nappened. 


Mr. Swart: May I just make a few comments? I realize 
that this, like many issues, is not all black and white; that tne 
lot levies or other costs assessed against the developer, are in 
one way or another passed througn ultimately to the tenants, very 
frequently witn additional interest rates ang so on. Ultimately 
tne tenants are going to pay those costs, so there nas to be 
concern tnat we dao not price accommodation at a level that tne 
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majority of people cannot afford to pay. It is alt opact ior sche 
Soc. 


On tne other nand, it is not unreasonable tnat, where there 
is a pattern on subdivisions tnat always nas been enforced in a 
municipality, and substantial charges are made on the subdivision, 
which iS new housing accommodation, and wher2 this lanc has not 
paid any levies before, or any cost for the services-- When I was 
first.9 In) imtdnicipals’ polztics;,”*> theres awere Wnol ge Orie reve Sey rari 
subdivisions, apart from the direct services within the 
suodivision. Even the oversized services were cften paid by the 
the municipality. 


This does become a tax on other people. So our job, and the 
job of the municipal councii, is to find a balance between what 
the new dwellers in there are going to pay for the services, and 
the home owners in tne rest of the municipality. As I say, it is 
not all ibbackviands ity iss nota lin white; 


I think, however, I have to take some issue with the 
parliamentary assistant's statement that these charges should not 
take place. Conditions in the province nave changed tremendously 
in tne last 10 or 20 years, aS we well Know, particularly in the 
boroughs in the Toronto area. The apartments which are built now, 
may be 20, 30 or 40 storeys. Formerly, there may only nave been 
four Or six storeys. Tnerefore, tremendously costly changes nave 
to be made within tnat immediate area witn regard to traffic, 
sewers, and water and all tne other services whicn have to be 
provided. 
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I don't think it is just to say that the other ratepayers 
should have to bear all those costs. We should try to arrive at 
some system and perhaps this can be worked out first, again, by 
permission that apparently has been granted to some municipalities 
so the municipalities can do this and ultimately work it into 
provineials, policy. . AS wrhas-wbheeniyvestated by atheayiparlaanentary 
assistant, there is no unanimity among the municipalities on this 
matter at the present time. Wnere one municipality or several want 
to .gowinto sort Poftstacpv.oe wprogectmon (this,e IfachtnnoiMay ler we 
should take a look at this. 


One of the injustices in area like Toronto ana, 
incidentally, even down my -way now in St.* Catharines © and 
elsewhere, where old houses are being removed and new apartment 
buildings (jare going .up, is\* that: fin “many i2instancesy yousslindyia 
Situation where the neighbours are strenuously opposed to this 
taking place in the first place. It devalues their property, their 
individual hnomes and those of neighbours adjacent to it. It 
demolishes communities. Then, after all tnis iS gone and there are 
these new high-rise apartments which are going to go up in the 
neignbourhood, they find their taxes are going to go up to pay for 
that change which they opposed in the first place. 


It's understandable that some of the people would oppose 
this. I think perhaps I would if I was there. 
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This is really, for practical purposes, a new subcivision. 
The amouat of lana whicn is being used 1s realiy a whole new 
Subdivision. To say somehow or cther the principle is, just 
because “nis nacG peen suddivideo property, it now snould not bear 
any of the costs that a normal supdivision would, I think, guite 
frankly, is unreasonable. We snould take a good look at what tney 
are. proposing Néere.. I oam not sure. This’ bill; ‘as’°I look “at it, 
doesn't provide any limits on what may be charged. YTner2 may be 
adeguate recourse for sateguards to the Ontario Municipal Board on 
this. 


I nave to confess that I have been out of municipal politics 
a while and I'm not entirely familiar with tnat, put I thinx chere 
has to be some safeguards because there is some validity in the 
Statement. AS anypody in this room Knows, neither I nor my party 
are normally on the side of the developers, the land speculators, 
but tnere is some validity in the statement made by the 
parliamentary assistant that politically it is easy to say the 
developer should pay the whole cost. I Know tnat py tne time tnat 
gets to the tenant, or in the case of condominiums, by the time 
that gets to the purcnaser, that cost they have been assessed is 
probably doubled by the time it gets passed through with the 
interest that has been added to it. 


I guess what I am saying is that I support the proposal in 
principle which is before us if we can have some safeguards 
written into it or if we can be assured tnat there are adequate 
safeguards so there aren't tremendous, unreasonable costs 
assessed. I can see, for instance, where the costs of a new 
high-rise or two or three high-rises in an area could mean new 
water lines, new sewer lines, new storm sewers, new roads and all 
the rest of it. If those costs are all charged to those particular 
high-rises, it could just drive the costs out of all reason. 


We have to find that balance, and I don't tnink we are at 
that balance now where you can't assess any of these costs to the 
new development wnich, in fact, is creating tnese costs and whnicn, 
for all practical purposes, is a new resiaential development. 


Mr. »Rotenberg:,. Mr...Chairman,, LL» must. apologize. , Since, I 
spoke a few minutes ago I nave a little more detailed information 
whicn may be ot assistance to the committee if I coulda ask for a 
couple more minutes. 


First, one thing I understand, Mr. Onley, is that your 
municipality does not use tne site-plan control mechanism whicn 1s 
available to you. Is that correct? 


Mr. Onley: Yes, we do. We dao not do it by having a 
site-plan control bylaw under the provisions of the Planning Act, 
but our object in preparing tne rezoning bylaw 1s to accomplish 
substantially that. The difficulty with going under the site-plan 
control under the Planning Act 1s that you limit things you can do 
to the enumerated items I spoke of. TO go under site-planning 
control does not solve the problem. 


Mr. Rotenberg: The site-planning control does not solve 
the financial proplem. Tnrougn tne site-planning control, as tnose 
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who were involved in the Planning Acz= will remember, you can 
accuire, at no expense +o the municipality, widening of nishways; 
fecilities to provide access to ani from the iand: access ramps 
ana curbings; off-street venicular loading and parking facilities; 
walkways and walkway ramps, including the surfacing thereof énd 
all other means of pedestrian access; facilities for Lighting; 
walls, fences, hedges, trees, snribs, etc.:; vaults, central 
storage and collection areas for tne storage of garbage; easements 
conveyed. to .the . municipality for watercourses, ditches and 
drainage and so on; grading or alteration. Ail those things can be 
extracted from a redeveloper by a site-plan control agreement, 
which is binding on future owners, 


There can be a side agreement, aS some municipalities have, 
and there is a very famous one in North York which I have been 
fighting because they rezoned Yorkdale Plaza. They had a very 
Simple rezoning and had a side agreement which never came back to 
the Ontario Municipal Board and therefcre tne local ratepayers can 
never attack the agreement because it will never be approved. If 
you have one of these kind of side agreements that is just between 
the developer and the municipality which wasn't part of a 
legislative agreement, tnen it's not binding on the future owners. 
If you go under the legislation, as North York should do, they can 
extract all those things. 


Mr. Onley asked how are you going to get the underground 
walkways co-ordinated? You can do it under site planning control. 
Under the old Planning Act, where tnere was a residential 
redevelopment yourwould getefave pem:cent for park. land, evenuonia 
redevelopment. Under the new Planning Act, you can still get the 
five per cent for park land and you can also get two per cent on 
an industrial or commercial redevelopment for park land. Tnat's a 
form of lot levy whicn, as Mr. Swart Says, nas a limit. 


Also under section 215 of tne Municipal Act, wnere, with the 
approval of the municipal board, it is deemed that this new 
nigh-rise development imposes an extra neavy load on the sewer or 
water system which wouldn't otherwise pe reguired, you can reguire 
the developer to pay for that. 


Under redevelopment you can't get new roads. Of course, if 
you're just redeveloping one piece of property, there is not a new 
road reguired. If you're developing Jane and Finch, which is a 
massive development, it is a Subdivision. 


Myce Mitchell: Mavyewl. gansta interjectasatiathise porno -merrt 
you're doing a land assembly and you're laying out a condominium 
development on that, surely if there are roadways reguired in 
there, you are getting tnem. Wnat are you talking about in the way 
of new roads? 


Mr. Rotenberg: The roadways in a condominium development 
are usually private roads. I'm talking about new public roads. You 
can't force the developer to give you land for new roads. 


Mra Mitchell:siatSome,'tin fact, sdo 'by Bagreemen el) wi tiveccne 
municipalities. That nappened today. 
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Mr. Spensieri: I have ae supodlementary, Mr. Cnairman, 
following on Mr. kotenberg's point. Surely M:. Rotenberg is aware 
ana knows that the sophistication of assemblers today, especially 
in North York, is such that as they becin to assemble piece pv 
piece tney will proceed with a piecemeal rezoning on _ each 
individual parcel they acquire without ever naving, even in their 
Own fainds at that point, a definite and conciusive view of what 
they will do with those rezoned pieces once they are assembled. If 
a Municipality aoes not have a controi as each and every state of 
the assembly process is taking place, all it can do it refuse or 
grant a rezoning application. 


Mr. Mitchell: It's hard to argue without a good planning 
principle. 


Mr. Spensieri: When tne various pieces thus rezoned are 
finally brought togetner for the purposes of a mammoth 
dagevelopment, whether it be residential or commercial, tnat's when 
Mr. Rotenberg would lead us to believe tnat the site plan or the 
collateral agreement would be sufficient. Tnen tne harm nas 
already been done. Tnere has been a piecemeal rezoning on a piece 
by piece basis. 


Mrs *Mitchells With’ respect, "Mr. Chairman, -I “must enter 
in on this particular thing. How is it some municipalities, and I 
use my own as an example where they did a study on a specific area 
themselves and said development will go this way, nave managed to 
hold to it? AS a result, they get all those very things you're 
talking about. Why is it other municipalities seem apparently able 
€O WOrkK Ait? 


iZ2c 10 Dem. 


Mr. Rotenberg: TE I may continue to answer Mr. 
Spensieri's question, I would assume that any municipality which 
has any sophistication--I am sure Nortn York nas 


sophistication--where there is an official plan whicn says that 
this whole area--Jane and Finch or Leslie and Don Mills or 
wherever it may be--is going to pe eligible for rezoning, if they 
have any responsibility towards the planning process, tney will 
look at the entire area--wnether it is to be assembled by one 
Geveloper or six developers or 14 developers, it does not 
mMatter--and lay out a comprenensive, official plan statement for 
that area pefore tney ao the first rezoning. That is tne way it 
should be done. That 1S what the Planning Act anticipates. 


If they are anticipating a land assembly by one developer or 
a number of developers, yes, they can do individual rezonings, but 
pefore they even do the first rezoning, they should tollow the 
simple basis of tne planning process. Some municipalities dao not 
because they make lovely little deals with individual developers. 
If you follow the simple basis of the planning process, you say: 
"This guadrant of this area iS gOlng to be redeveloped. Tnese are 
the rough densities we want. Tnese are tne new facilities we need. 
We need so much park land. We need so many roads," and so on. You 
impose site-plan control in your official plan before you do tne 
first rezoning. 
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With each rezoning, as it comes ferward, you enter into a 
Ss1te-plan agreement, wnich is biading on all successors in citle, 
takings, frome thatusdevelopern. fox) that portion 070 e.che* Sicire 
development maybe casn in lieu ot park land, If you Know the rcad 
down the midcle is going to nave to go from 24 feet to 50 fteet, 
you take from eacn developer as he comes along tne amount you neec 
for road widenings. You take from eacn developer as he comes along 
through the Municipal Act the amount of dollarS you need fox Sewer 
Capacity. You take from eacn developer whatever else you need for 
the co-ordination of the o£f-street, Lower’ parking facilities, 
etc. You do this on proceriptanning: 


If you are the type of municipality wnere a developer can 
come into the mayor's office cand say thatche Ys "goifig to puteupea 
high-rise wnich is going to mean so many taxes which is good for 
you, and you make a deal and put through a fast rezoning, then you 
are not going to have comprehensive planning. If a municipality 
does not go into comprehensive planning, if it wants to take each 
developer as he comes along and say it nas a limit and is going to 
need a certain amount otf dollars, it does not matter wnat anyone 
on this committee says, this act is a blank cheque to be able to 
take as many dollars, subject to Ontario Municipal Board approval, 
as the municipality can extract from tne developer. That is what 
we are talking about. 


Mr. Spensieri: Tnat is not even its major objective. 


Mr. .Rotenberg: Of, course it. /42s “its¢ major objective. The 
other objectives can be handled, despite the fact that they do not 
do it. They can be handled by a comprehensive site-plan control 
Situation.» It can (be -dones Deo is “done, as®*Bob? Mitchel?® says, an 
Many other municipalities. As I was saying, they cannot get 
schools out "of ‘it©4and” they ‘cannot!’ ‘get!@new + roads,  bucmose 
everytning else they can get. 


Mr. Onley asks now tney can get walkways if tnere are tnree 
or four different developments coming down Yonge Street. You plan 
it in advance and take it from each one as tney come. Wnen they 
are all done, you have your walkway. You get your park land and 
you get your extra sewer levy and so on, 


We diadsdo all, these)» things. Wel did (changer etie’ sites pian 
control. We added things in the site-plan control legislation to 
accomplish many of the things tnat Mr. Onley wants and many of the 
things Mr. Spensieri says they should have. But wnat is implicit 
in this privatesbpill sob Northivorkaemis (that they tcan Ssavintro «toc 
developer that they need so many dollars for this and for that, so 
let us make a deal. 


Mr. Chairman: Mr. Mitchell, do you have more to say? 


Mr... Mitchell: Ioigo. back. .to, about  fivemiveare agop when. 
was chairman of the regional planning committee in 
Ottawa-Carleton. LOOKing Wat stheolpointsrotnaty gare. isted. 1h 
subsections...2(1) vand.2(2).,.. 1 .see. a. number . of CONG S tna t OL 
municipality has always been aple to acquire. For example, clause 
atl) (a) Says, “se.whetnerastheairequest’ conforms to the Oftaciar 
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plan ana adjacent development patterns." All it said in the 
preamble is "may nave regard for." 


Mr. Spensieri: How many dollars per sguare foot-- 


Mr. Mitchell: I realize each municipality is different. 
You are dealing witn different land values and so on. 


Dnpecsause  2izyida),, it ssys, "../that™ niohways: “shail \ be 
agedicated as tne council considers necessary." Some municipaiities 
are apparently able to ao it. Where tne land abuzS an existing 
road, there nas always been a procedure followed in the regional 
Municipality of Ottawa-Carleton that where tnerce is redevelopment 
and a possipility of future road widenings, the road widenings are 
providea for as part of tne agreement. 


"Tnat the owner of the land enter into one or more 
agreements with the municipality dealing witn Such other matters." 
In my experience, these were normal things tnat were done. Tne one 
area that was raised was with regard to money. Mr. Onley raised 
the issue of fees wnere they nave not been previously paid. Some 
municipalities nave found a way of collecting wnere these fees had 
not been previously paid. Pernaps tne parliamentary assistant can 
tell us how that can be done wnere it nas not been previously paid. 


Mr. Rotenberg: Fees for what? 


Mr. Mitchell: In the reSidential developments, they are 
collecting charges for recreational purposes; tne so-called buying 
in to the facilities that have been built. 


Mr. Rotenberg: You asked me a guestion of now-- 


Mr. Mitchell: Surely an interesting guestion iS whetner 
the wnole thing is premature. If a municipality looks at a large 
land redevelopment and sees that tne sewers and SO on are 
inadequate, it has, aS Mr. Rotenberg pointed out, a very serious 
consideration. The developer says that eitner ne goes now or aoes 
not go at all. The pressure is really on him to come forward and 
Say that he is prepared to pick up tne full oversizing that is 
reguired and go witn it. 


Tnis has peen done in tne past. I do not Know. I see many of 
these points already available to municipalities. 


Mr. Rotenberg: He askeaq a question of now they get tnese 
fees. Well, they get tne park lands in redevelopment. They get the 
sewers in reaevelopment. Tney get the road widenings 1n 
redevelopment. 


I might say in passing, tnat pecause North York does not use 
site-plan legislation like everyone else, Metropolitan Toronto 
cannot impose tneir road widenings on North York redevelopments. 
If there was a Site-plan agreement in legislation, tnen Metro 
woulda not nave to pay for road widenings to developers. We nave to 
pay for it because Nortn York aoes not nave to follow legislation. 
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Under var:icus existing provisions, tney can get a numper of 
these things. Whoever nas tne property ana haS been paying taxes 
all the years it has been in whatever development it has been in. 
Some taxeS have been paid for tne services over the years. 


Mr. Branét: I am having some difficulty with the prodlem 
that nas been identified py Nortn York. Tne municipality I was 
formerly involved with nas probably put througn $iCO million in 
development, aS you may or may not pe aware. In vVirtualiy ail 
instances, ¢itner under revitalization, which is not available to 
Nocthbe,YOrkK because. (Obs stner. Size” "OL Cne  "COMmmullty, “Cte tnce. 
redevelopment, virtually everything you reguire woulda be available 
under redevelopment. 


So I find myself on this Friday morning agreeing witn Mr. 
Rotenberg. I must eitner be tired or ne is making a good case for 
the present situation. Wnat I would like to Know from Mr. Onley is 
what would happen, if this legislation was to pass, that you 
cannot get now under redevelopment or site agreements? Literally 
everything you want, as I understand it, could be placed into a 
Site agreement. 


To respond to wnat Mr. Swart commented on earlier, that 
development snould be relatively self-sufficient--in other words, 
it should stand on itS own. Tne experience in my own municipality 
is that the assessment generated by a very intensely develoved 
parcel of property usually works to the benefit of the balance of 
the. municipality... You, -pick..up..most of the. upfront scosts; eit noe 
all of them. 


Second, because the development is very large and usually 
has a relatively nigh daensity, it tends to work in the balance of 
favour for the rest of tne municipality. 


Iam trying. to, be sympathetic, because as an old municipal 
Man--not Old in years but in terms of experience--I always nave a 
sympatny for a municipal position wnen they are before us. I would 
like to pe helpful, but I tnink tnat most of the mechanisms that 
you need are in place now. That iS what I am saying. 


i Vig eps ite 


Mr. Onley: Some of the mechanisms are available, very 
awkwardly. Sure, we can go on at a very slow pace and deal with 
things in a slow manner. We can go under tne sections ana set up 
things about park levies and so on. I repeat that this is not tne 
major thrust _ of our concern... Our iconcern iis to ..cover imatcerss that 
are not covered under legislation. 


I am sure a lot of development levies are paid, illegally. 
The wQeveloper SAYS, wuWeld okt ls CON LO. Dayo nie CO tL Gets tne 
bylaw." We are suggesting and recommending nere tnat we legalize 
matters that previously were just done between the parties. 


The parliamentary assistant referred to Yorkdale. Tnat is 
right..,That.. was. Ddack. in tne. 1950s A Thee reasomue:thevs . badsuan 
agreement like tnat was because there was no authority to nave it 
as a legal agreement. 


Let uS give an example. You nave a sub-trunk sewer coming up 
the eaSt siae of Queen's Park Crescent, ana you nave to move i1t *o 
the other sice. We just want the authority to reguire ‘the 
developer to put it in and pay for it. We do not think it is fair 
to go into an area levy--no one else is going to penefit from it. 
The Parliament Buildings are here, they do not needa it. 


We are a big, boisterous municipality; we are not saying we 
are unigue. We are getting a lot of major developmen: and we just 
want to be able to do in a legal manner many things that are done 
already. Sure, you can go on at a slow pace anda deo it py site 
plan, but the site-plan authority does not cover the matters we 
are after. If it did, it would not be here. 


Mr. Swart: Wnat matters-- 


Mr. Onley: Matters requiring tne extension of services, 
alluded to as far as matters-- 


Mr. Brandt: Tnat can be coverea under a Site-plan 
agreement. 


Mr. Onley: Sewers are a big one. Water mains are too. 


Me. Brendty;. Al portion > of)? that ~costercan ber assessed 
against tne specific site agreement, can it not? 


Mr. Rotenberg: You can assess it aS a quota under tne 
Municipal Act, and if the over-capacity will require more service-- 


Mr. Onley: Sure, you can assess under tne Municipal Act, 
but that does not get the Sewer put in. 


Mr. Rotenberg: It gets them to pay thelr share, and the 
next developer to pay his share. You want tnis developer to pay 
for everyone in the future. 


Mc.  Onleyse No ~alh* we want’ is Sto nave? theieservices® aing 
We are not talking about paying. 


It is all very well, under the Municipal Act, to say, "Okay, 
we set a levy and they pay so much a year towards it." That is 
fine. Who puts the money up first? We nave to. 


Mr. Rotenberg: Mr. Onley, with respect, the sewerage you 
are putting in is for more than that one developer. 


Mr. Onley: In many cases it is not. That is one of the 
points I am trying to make. In large reaevelopments there are not 
only co-ordinated matters, but individual ones. 


We nave a renewal of the civic centre, a redevelopment of 
several hundred million dollars. In tnis case, tne municipality 
owns the “land, “but'* if--it’ were’ a> “private - developer” there 4re 
extensions of major services tnat are required. We are talking of 
major redevelopment. We do not nave the situation such as downtown 
in the city of Toronto. All the main streets downtown are Metro 
roads, and the services are put 1n by Metro. 
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Mr. Brandts.I want to pursue this.a little further. 


You indicated that the city oz Toronto had a somewhat 
G@ifferent situation than North vork. I am not clear on why taat is 
so aifferent. 


Mr’, Onley: One ofS the reasons: -it..-1S (so 'dlrEerent-i1s-. that 
you get 12 times the coverage. If you want to put up the Toronto 
Dominion “Centre: cor)  Figpst’ Canadian’ sPlace,wy this. 'alil- fades. inte 
insignizicance as far as they are concerned. 


The second point is that many of those services are now in 
place and nave been put there largely througn the Metro concept. I 
am not arguing against Metro, it is a wonderful concept, but they 
are put in because of Metro. 


For our civic centre, we have to bring in a sub-trunk Sewer 
over many feet and several blocks, largely juste..com-— this 
development. If they were owned privately, under the Municipal Act 
we would have to put tne money up front ana so on. I hope, please, 
that it “1s°inot just the money. We are talking about-—legalizing 
many things that are done now. 


Mr. Brandt: They are done by specific site agreement in 
a large number of instances where there has not; deen, to the best 
of my knowledge, any court challenge to the municipality and/or 
the developer wno entered into those agreements. It may be a bit a 
a guid pro guo in the sense that the development itself is put in 
with the clear understanding that, if the developer does not 
accede to what the municipality wants, he is not going to be able 
to govalongiwithisit.wi fuibly"apprecrvate.thak, 


Whatever the catch 22 is, the reality is that right across 
this province--Mr. Mitchell has made a strong case for this and I 
can support everything he has said in that sense--I cannot think 
of an instance where my municipality was not able, not only to 
recover costs) "buUtStO" doP so “in” away tin which your coulda, Stand 
betore the citizens of your community and indicate that devlopment 
was going to make money for the rest of the community, and in fact 
reduce residential taxes elsewhere. In other words, the total 
impact of that development, once you had recovered all the things 
you ablude to thats«\you are not..able.to. incorporate. within . the 
deal, and when the impact of assessment iS taken into account, 
actually works as a direct benefit to the municipality. 


What is bothering me is tnat I cannot get a handle on where 
you are being stymied or hela back or unable to proceed. If it is 
cumbersome;,).tf,ythere. *isi,a time. delay, that. .is a different 
argument, because I think, particularly at this time when there is 
something like 40 per cent unemployment in the construction field, 
anything we can do to expedite development, anything we can do to 
streamline the. process’'to bring these kinds: of “things on) more 
quickly, is very attractive. to me vand JI am sure to the other 
members of the committee as well. If we could find a better way to 
do it, to achieve the same end but do it more guickly, I would be 
Invbavounwo hatha. 


Are you agreeing or disagreeing over there? 


Lo 


Mr. Swart: Let me come at this from another direction. 
Are you asking for anything in this bill that is not permittec at 
present with regard to a new subdivision? 


Mr. Onley: No, sir, not one Single thing. 


Mr. Swart: What you are really asking for in this pbiil 
then is the same rules and regulations and autnorities tnat exist 
at present for development of a new subdivision? 


Mr. Onley: Yes, sir, and the words are taken exactly 
from the subdivision section. That is all we are asking. 


Mr. Swart: It seems to me that altnougn there are time 
elements involved, the main issue here is a financial one and 
perhaps one of legality with regard to the question that you 
raised, Mr. Brandt. 


These agreements are in existence, many of them, and they 
are never challenged, but I think it iS because of the fact that 
the parties to them are all supportive. Tne municipality, if it is 
aple to. get a bit ,more.. than provided, for in “the. act; is 
Supportive. Tne developer wants to go ahead and he signs his 
agreement and he is not going to object. The public are getting a 
bit more than they would have if the act nad been followed. So no 
one has cnallenged it. 


One of things tnat I understand is being asked for by Mr. 
Onley is the right to make these sorts of things legal. The other 
thing that is being asked for is to provide the same rights to a 
municipality on a redevelopment as it has on a new subdivision. 


Mr. Rotenberg: That is not quite correct, Mr. Swart. 


Mr. Swart: I am quite prepared to near your side of it. 
Wnat additional thing is he then asking for? 


Mr. Rotenberg: A subdivision agreement, wnethner there is 
disagreement or not, must be approved by the minister, or in the 
new act it can be delegated to the regional council. In this 
Situation the subdivision agreement is unilaterally in the hands 
of the municipality and only goes to the Ontario Municipal Board 
if a developer objects. If the developer says, "Look, I've got to 
pay. this or I'm not going to get it," then he pays it, if it is a 
licence to collect more money from the redeveloper. Because the 
subdivision has the control of having to go to the minister to be 
approved, that is a whole different ball game. 


Mr. Swart: I suppose I would ask Mr. Onley if he would 
pe prepared to deal witn this on tne same basis aS a new 
Subdivision that should have the approval of a minister, which 
kind of approval will be handed down, I presume, to Metro in 
Toronto. 


DP2t a iat. 


- 


Mr. Onley: We're talking here about a different breed of 
cat to an original subdivision tnat over a large area of land nas 
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official plan amendments and where the province is involved 
because of hydro and schools and.all these other things. We are 
talking here about a different metter. 


If the committee were tc recommend that yes, it go the same 
route as it would for a subdivision and go to the minister or the 
delegation to Metro, I Suppose that can be done. Don't forget, 
however, that .the,..official.plan .and the. rezoning, all, Anave.the 
control processes. that are. in-place, tO .COncroLaic. 


Mr. Swart: AS I've stated before, it just seems to me 
that you're .really, .getting,, for. alle.practical .purposes, as hew 
subdivision... AlLL.of the, COsts) .cOj.the sMUn2CipalLtycare <Cneéne.. The 
costs of this development are there. In fact, some of them are 
perhaps more expensive because you nave to provide the services 
through existing developed land to this subdivision. All the costs 
of development are there as surely as i1f it were a brand new 
subdivision. Why shouldn't the municipality be aple to assess the 
same charges against that development as if it were a brand new 
subdivision? 


Mr. Rotenberg: BecauSe there are existing services paid 
for by that piece of property in a redevelopment. 


Mr. Swart: To a degree. They may be totally inadeguate. 


Mr. Rotenberg: Those things such aS road widenings and 
sewers tnat are not adeguate are provided for. As I Say, one of 
the reasons we object to this is that this, in effect, is giving 
the municipality a blank chegue without controls. 


Mr eM Cne Us I am. not’ "a lawyer,” but’ "i hear people 
talking about the legality of agreements that are signed. I would 
think that if two parties get together and Say, "Look, as far as 
we. are .concerned,,..this 1S, what~st's Got CoO. be, rOmseise, nm cle 
person then has the recourse to appeal to the OMB or to Say, "In 
the. long..rup wit s.going sto ibe better sLor ome... 


Once they've all signed this, unless they can prove that 
there naS been real pressure on them, wny is that agreement not 
any, mone, Dinding .than.anye contrac tt eV0Us0r slesS1On sO sDUY Jaucare Olea 
house or whatever? 


Mil, Rotenberg: The answer is very Simple. The 
municipality .does not have the “sutnority co senter elmo, cCeltlait 
types of agreements the municipality has entered into. If they are 
entered into voluntarily between the developer and the 
municipality, therefore they are binding on the two parties and 
certainly on the developer wno signed it. 


The problem that municipalities have and the problem North 
YOrk has when they sign these Kinds of agreements whnicn aren't 
proviaed for in legislation is that the developer turns around and 
sells to a third party who hasn't Signed the agreement and it's 
noc, binding onsthe tpi rod woonev. 


Mr.sMiltcne tis Wes. sl understand: thar, 
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Mr. Rotenberg: My contention is that other tnan_ tne 
trinancial part, on the other things they want, they go py site 
plan--and what we're talking about then is time. If someboay from 
the municipality wants to make a fast deal, good luck to them, but 
if they want to do it properly they've got to take a little more 
time. 


As this Legislature just saiac this past week when we passed 
the Planning Act, it‘s in the interest of the citizens of that 
municipality, as distinguished from the developers and _ the 
councillors, to take tne time to do tne agreements properly and 
have the proper planning studies for the site plan. That's all 
we're saying they have to do. If they don't want to take tne time, 
then they don't get the various things the site-plan agreements 
will give them. 


Mr. Chairman: Gentlemen, there appears to be no further 
discussion on that. The city of North York has reguested that 
section 1 of the act be deleted. Since it is to be deleted in its 
entirety ,, ithe, proper: method of.dealing swith, jthis.. 1820to) vote 
against that section rather than to delete. 


All those in favour of section 1 of the act please raise 
your hands. 


All those opposed please raise your hands. 
Section 1 negatived. 
On Section 2: 


Me. Chaitmans—WLth regard , tO. secbioni teveitherseiswaca an 
amendment that was suggested to clause 2(2)(c). Mr. Onley, ao you 
wish that clause 2(2)(c) be amended as attached to your letter of 
November 8, 1982? 


Mr. Onley: Yes. 


Mr. Breithaupt: I think we can agree that the amendment, 
if you want that formally put, can be put in the section. Whether 
the section carries or not is entirely another matter. IS that the 
way you want to deal with it? 


Mr; Chairman: - Since: «-it»s«has» sbeen «requested, 4d thinks) it 
should be put. Do you wish to move that, Mr. Breitnaupt? 


Mr. Breithaupt moves that clause 2(2)(c) be deleted and 
replaced with tne following: 


"(c) that the owner of the lands enter into one or more 
agreements with the municipality dealing witn sucn matters as tne 
council may consider necessary, including the provision of 
municipal services, with agreement for a reasonable portion of the 
costs incurred for municipal services, including hnighways’) and 
their widenings, where such services, NignwaysS Or widenings nave 
already been provided for by tne municipality and tneir prior 
provision enables the council to give favourable consideration to 
the reguest referrea to in subsection 1." 


we 

Mr.) Bretohauptselt that acistwmaceceptedy \asogines sohange sso 
the section otherwise appears before us, tne commictee coula then 
deal with tne section as amended on its merits. 

Mr. Rotenberg: I have equal objection to either way 
clausese(c) Us: iputeoing whecause ittheyicbotn 9 inktelifect,-esayt thas 
municipal council can charge whatever they want for whatever they 
want. It says the same thing either way. 


Mr. Chairman: May we vote on Mr. Breitnaupt's amendment 
of clause’ 2¢z)tcy)i? 


Motion negatived. 


Mr. Cnairman: The amending subsection is “mwoteseolaced 
therein. 


Mr ss Spensierind (hetyt it pbe - irecorded SaMr. aCha Leman prechac 
the parliamentary assistant has no faith in tne elected officials 
OfLeNOBENOYOrE: 

Mr. Picné; That is uncalled for. 


Mr. Rotenberg: I do not see any of them here. 


Mr. Chairman: Shall we vote on section 2 as submitted in 
the orfiginalipnkibrPel 0? 


All tnose in favour of section 2, please raise your hands. 
All those opposed, please raise your hands. 


Section 2 megativeds 

Section 3 negatived. 

Mr. Chairman: Shall the preamble carry? Carried. 
Interjection: Tne preamble will nave to be amended. 


Mr. Rotenberg: -Itiehas to besamended.i There srs co nothingoun 
te 


Mr. .swart: Mr. Chairman, did J] near you say the preamble 
carried? 


Mr. Chairman: We had petter vote again. 


All those in favour of the preamble, please raise your 
nands. All those opposed, please raise your nands. 


Preamble negatived. 
Section 4 negatived. 


MoweChairmans Imipresame, eakhshavea nothing sgto, repout~a.so the 
bill will not be reported. Agreed? 


Agreed, 
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Mr. Brandt: A guestion to the pariiamentary assistant 
before we retire. I wovid like to request tnat some of the 
ministry people meet directly with the planning statf of North 
York to see if they can work out some of the difficulties they 
perceive they nave at tnis time. Usually wnen the bureaucracy gets 
togetner with tne intent ot resolving some of tnese perceived 
difficulties, they can find the solution. 


We voted against tni1s particular bill pecause-- 


Mr. Elston: Because the parliamentary assistant told you 
to. 


Mr. Brandt: No. As a Matter of fac, we are not 
consistent in always voting with the parliamentary assistant, as 
he will tell you guite guickly. 


I want to suggest that the only reason there was a negative 
response to this bill was that many of us felt that the mechanisms 
were in place. I want to pe assured in my mind that we are not 
impeding the kinds of developments that North York anticipates are 
going to take place and tnat we can be as nelpful as possible from 
a provincial standpoint. 


Is it possible for you, Mr. Rotenberg, to set up? 


Mr. “Rotenbergs, It).is "most. possible." First, with a» new 
Planning Act, there iS a series of seminars peing run by tne 
Ministry across the province. 


LZ2sa20" pes 


Second, tne ministry staff, pbpotn tne planning section and 
other sections, are available to any municipality at any time on 
request to discuss these Kinds of matters. 


P<Wo' not thank -£¢iisilincumbent! nponmcour etafi (toa caliiyup 
North York and say, "Hey, your pill failea; do you want us to come 
and talk to you?" 


Mr. Piché: We are making that request to you. 


Mr. ‘Rotenberg: I am saying to0,a@70uy that withes.etaif;- As 
avallable for tnese specific items if North York wisnes to talk to 
them and will be more than delighted to discuss all this with 
Nortn York. 


If you feel the initiative. snould be taken by our staff to 
call North York-- 


Mr. Piché: Why don't we do that? 


Mr. Mitchell: With respect, Mr. Chairman, I think wnat 
is being suggested py Mr. Brandt is that we nave defeated a bill 
here today which tne city of Nortn York feels very strongly about. 
Many of us, referring to our own past municipal experience, may 
see things and nave seen things considerapdly aifferent tnan North 
YOrK. 
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I do not for a moment suggest = have all the answers. What 
may work for uS and naS been working for uS--I can only base my 
judgement on things as I Know them now. 


Because we nave defeated a biil nere, we are asking the 
ministry sto. swtesdown ewithuthe fernyoOGok +s North Yorks icake anuhe 
initiative and say: "We have respondeaq in a certain fashion that 
certain things are allowed and can be done. Let'S see your 
arguments as to why they cannot be." 


It may result that a modification will have to be made to 
the Planning Act or--let"s look a Little further--al thac poine 
you may recognize there are some circumstances peculiar to North 
york that have to be addressed. 


Mr. Rotenberg: The North York staff and our staff are in 
communication, not constantly but guite often. I see no hnarm, if 
the committee so deSires, forie Jour Feeat f to initiate some 
discussion it North York desires it. It takes two to sit down at a 
table. 


Mr. Mitcnell: Precisely so. 
Mr. Rotenberg: I may disagree with Mr. Onley, but-- 


Mr. Mitcnell: David, I am saying 1t to keep the ministry 
off the nook. It is this committee that haS made the decision, 
based on certain information we nave. Tnat iS why we are making 
the suggestion. 


Mr. Rotenberg: I would just say, with respect, although 
I may nave disagreed from a policy point of view with some of Mr. 
Onley's presentation today and some of the tnings ne wanted, I 
have great respect for Mr. Onley's Knowledge of the law, the 
legislation and the actsz i am sure Mr. Onley is #most 
Knowledgeable, both because he iS North York's solicitor and also 
because he is the Association of Municipalities of Ontario's 
SOMCECOL: 


Our staff will be more than happy to approacn Nortn York and 
say, "AS a result of this, is there anything we can assist you 
with or help you with or discuss witn you, or find some other ways 
of doing what@you want _tomdow 


Our staff£s®istmore: tthan nappyPitosadorso. 


Mr. Spensieri: The kind of powers that are being asked 
by Nortn York in this particular bill will soon pe reguested py 
other municipalities. This is going to be an ongoing major issue 
aS tO wnat degree a municipality may be aple to control and ask 
for upfront money from reaevelopment. 


In conjunction with tne request so eminently sensibly made 
by the otner mempers of this committee, I Suggest we ask the 
ministry to provide a working position paper on this wider issue, 
notiqustoin  somtartasi itirrelatess to.cNorths Yesk . 


Mr. Rotenberg: As I indicated at the beginning, there 
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are two aspects to the North York reguest. One was certain 
planning tools to reguire cerrain things tc be done, like 
walkways. The otner one was money, lot levies. 


As I tried to say earlier, lot levies are a problem whicn 
has been on our plate for the last two or tnree years. Our staff, 
AMO and varicus municipalities are wrestling with it. It really is 
a most aifficult situation. We are trying to ao exactly what Mr. 
Spensieri is suggesting: come up witn some new formuiasS or some 
new legislation for lot levies which wili pe satisfactory. 


One of our proplems is that every time we come up with an 
ldea tnat some group of municipalities likes, some other group of 
municipalities come in and say, "You guys louse up our whole 
process." 


One of tne proplems with lot levies--only one of thnem--1s a 
vast disagreement among various developing municipalities as to 
how tney tnink it Should be - done. I am not blaming’ the 
Municipalities, because eacn individual one does it as they see 
City, Cute 1t. is .very difficult (for  us* when, the .municapaaicies 
cannot agree on what they want. Wnatever we try to bring forward, 
we get more flak tnan we get agreement on. Tnere are six or seven 
different ways out there that people want it done. 


Mr. Spensieri, tne ministry is wrestling with this problem 
and hopefully they can come up with something which may assist 
every municipality in the province. 


Mr. Brandt: I just want to be clear on the reguest that 
seemS to be supported by the other members of the committee. I 
want to make absolutely certain that tnere is dialogue between 
North York and the Ministry of Municipal Affairs and Housing, with 
respect to this specific problem. I frankly do not care about the 
propriety of who engineers tne first pnone call. I am concerned 
only that they sit down and talk. 


As a follow-up on tnat, I woula also like to have tne 
members of this committee get a very brief précis from tne 
Ministry. On «the: .results of that ,meeting. If If IS a _standort, if 
they still feel tnat the bill before us iS the only way to 
proceed, I would like to know that. 


I would also like the ministry's comments, directly from the 
ministry statf wno are involved witn tnis kind of redevelopment. I 
would like them to indicate to this committee why they feel so 
strongly about a status guo, no-change situation. I think that is 
important. The bottom line in my view 1s that tne municipality is 
anxious to get on with some major, needed, urgent development at 
some point. 


If we do anything from a planning standpoint, from a 
provincial perspective, we have some excellent planning 
legislation in place. However, at times, 1t takes too much time 
for that planning legislation to trigger a development that 1S 
actually going to come to reality. 


Mr. Rotenberg sald in nis comments that you nave to be 
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caretul apout tne impact of 2 development on the balance of the 
municipality. LL agree “With = tnde. -hignt. now, at. Cees oedteoier dh 
Critical economic point--planning is economics and no one can tell 
you anything different--a lot of people can pe put to work if we 
can find ways to move these developments somewnat moze guickly. I 
am interested in that perspective. 


Tnere is a certain amount of sheltering that goes on in the 
ministry, Mr.” “Rotenberg. ~7-} have-~ dealt = wit *"1t.*""tnere ~are 
well-meaning people wno are a few miles removed from wnere tne 
action is happening. The one-to-one negotiation with tne developer 
becomes very complex and difficult. 


If we can put in the hands of tne municipality planning and 
economic tools tnat are workable, with reasonable safeguards, I am 
all for that. I nave worked with the system. I Know the system 1s 
good. I think there are places where it can be improved and where 
it can be made better. Tnat is part of the exercise that I want to 
see us go through here. 


Mr. Rotenberg: We spent the last three or four days 
going through that whole exercise in revising tne Planning Act. We 
are now trying to revise the lot levies. 


I nave two senior staff members here; one from planning and 
One from municipal finance, tne department which does the lot 
levies. They nave both indicated to me tnat they understand what 
you are apout in the presentation you make. Tney both indicated to 
me that they will do what they can. Naturally, the ministry will 
try and get some report to the members of this committee, but it 
will not be tomorrow. 


Your speech nas been heard by tne staff who will be looking 
AB Ch if oy gga BG 

Mr. Brandt: I am not trying to be negative. 

ME. Rotenberg: I understand. I do not disagree with 
everything you nave said, except that. Tne name of the game is not 
just to get development in the ground as fast aS possible; the 
name of the game is to do it providing you nave all the proper 
safeguards to the developer, the public and the municipality. 


Mra Dbrandt: VAnd then get. At into the Ground asm dclusas 
possible. 


Mr., ROtenberg: Right. 


The committee adjourned at 12:48 p.m. 
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LEGISLATURE OF ONTARIO 
STANDING COMMITTEE ON ADMINISTRATION OF JUSTICE 
Thursday, February 17, 1983 
The committee met at 4:48 p.m. in room 15l. 
BARGNESI MINES LIMITED ACT 


Consideration of Bill Pr34, An Act to revive Bargnesi Mines 
Limited. 


Mrothatrmans Seeing aaquorumy atwhandstewillvcall.e the 
justice committee to order to consider Bill pPr34, An Act to revive 
Bargnesi Mines Limited. 


Mr. Williams: Mr. Chairman, as you have indicated, the 
purpose of the bill I am sponsoring this afternoon, Bill pPr34, is 
to revive BargneSi Mines Ltd. The circumstances, however, are a 
little unusual and involve an estate Situation which the solicitor 
for the estate will address and answer any questions with regard 
to iteétaneothis »respect I would introduce sthe »solbicitor: for the 
beneficiaries of the estate, Richard Anisio, who will be prepared 
to elaborate further on the bill, the circumstances that bring it 
before us today and answer any questions of the members of the 
committee. 


Mur PANnisivo?) | Mra. Chairnany, af - Ib.mayyoretier. to .aj-letter 
which I submitteda-- 


Mr. Chairmanzexcuse me. “Mr... Mitchell has something, yoo 
say. 


Mry= Mitchel] +OiMr . Seechairman, “bicdovsnots know swhethers.the 
other members of the committee will indulge me just for a moment, 
but we have had an opportunity to read the background as to why 
this activitiy of ours iS necessary. The legislative counsel has 
indicated there are no problems from his point of view. I think 
the reasons are clearly defined and laid out in the accompanying 
letter. I would suggest with all our agreement we would Support 
the bill and call the various clauses. 


Mr. Renwick: I have not read the letter. 
Mr. Mitchell: Fair enough. 


Mr. Chairman: Mr. AnisSio, were you going to go through 
the letter itself? 


Mr Anretos Yes. 
Mr. Chairman: Perhaps you would and we will go along 


with you. It may become obvious then aS soon aS we are through the 
letter: 
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Mr. Anisio: The purpose of the application is to revive 
BargneSi Mines Ld., which was incorporated in 1959. On December 
30, 1959, the company acquired two patented mining claims, which 
had been in the Bargnesi family since 1917. These claims had been 
hoped to be developed aS an active mining operation, but 
unfortunately, because of prohibitive costs, it never developed. 
In 1959, Alfio Bargnesi decided upon the vehicle of incorporation 
in order, to facilitate -rarsing the needed capital to carry out 
development of production costs. Although the company was 
incorporated and the patented mining claims were transferred to 
the corporation, very little in the way of actual capital was 
raised and very little work was done except for some minor 
exploratory work and construction of some equipment buildings. 


This was in actual fact a one-man corporation. Mr. Bargnesi 
had the title in the area of Boston Creek as the one-man mine of 
Boston ‘Creeks “He \ had’ “stotal’/! carriages oks the] afiairsiz of) whe 
corporation and was very clear in hiS own mind as to what he 
wanted to accomplish. Those goals were never really realized. At 
the time of his death in 1972, the company was actually inactive 
for all intents and purposes. 


Seconda Bargnesi, Mr. Bargnesi's mother, was a Secretary of 
the "corporation mand .she)diedsthespiollowingyiveary «vinyslo/3.. Both 
Alfio and Seconda died intestate and there was a problem with the 
corporation’ haying “lost Sltsiscatalyst,, dts) mali. Mover mented 
Bargnesi. The corporation fell into disrepair and there were some 
problems with respect to maintenance of records and filing ot 
returns, which led to the ‘cancellation of the ‘charcen. of) che 
company. 


Ttiis the intention o£ her fantilywat present) ee otem or 
is approved and the corporation iS revived, to reorganize the 
company and obtain independent appraisals of the patented mining 
claims and seriously consider purchasing the property from the 
corporation eat ‘thatiiispthericase;iatheywewikbl then distorbutce the 
funds pro rata among the shareholders, and in the event that any 
shareholder cannot be located, said portion would be paid over to 
the - public %trustee. JI1Wswould point #out/ithatenwes havempdone gra 
calculation of the family share ownership and it works out to a 
total -of 1.91.59 per cent.) Wihat) is sOut Of Bune sLOta more DU eon > 
Shares issued from the corporation. 


Mr. Renwick: I am sorry, how many shares were issued. 


Mr. Anisio: There’ were 950,005.22 1 would also point -yout 
that the actual viability of this “property “as “angactave smimrung 
Operation was never really finally decided upon because of the 
cost of the exploratory work that would have to be undertaken. For 
example, the diamond drilling and so forth are very expensive. But 
I think this is an Option that the family would consider now, just 
to satisfy itself whether or not there is any type of minerals 
worth even mining on a small scale. This is supposed to be a gold 
and copper producing property. 


Again, at the time of the corporation in 1959, there was 
some minor exploratory work done but nothing of a very serious 
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nature, for example, electromagnetic surveys or magnetometers or 
any great amount of diamond drilling to produce a very definitive 
report tnat certainly would have interested any potential 
investors at the time. 


Tnose are my comments, Mr. Cnairman. 


Mr. Renwick: Perhaps this iS an obvious question, and I 
don't want to delay it. I have no problem, subject to the 
question, with the process about it. 


I notice that Seconda Bargnesi died after Alfio Bargnesi and 
she waS survived by her daughters Elsa Anisio, the applicant 
herein, and Alfia Bargnesi. What is the position of Alfia 
Bargnesi? In other words, why was Elsa the applicant and why is 
Alfia not an applicant? Is she protected under this bill? 


Mr. Anisio: yes. Alfia Bargnesi is at present 
hospitalized and would nave been unable to have participated in 
any type of proceedings. We were unclear at the time as to exactly 
if there would be an appearance on the part of Alfia. 

Mr. Renwick: Let me turn to the last but one paragraph 
of the letter to Donald Revell from you. "It is the intention of 
my family, if the act is granted, to reorganize the corporation, 
obtain independent appraisals, purchase the property from _ the 
corporation and distribute the sale proceeds pro rata among the 
Shareholders." Wno are the snareholders at the present time and 
who will be purchasing the property? 


Mr. Anisio: This letter waS written approximately one 
year ago. 


Mr. Renwick: Right. 


Moe (ADISIOn) Ii thathoe option jars oepursued, it would be 
purchased by Elsa Anisio. 


Mr. Renwick: Elsa would purchase the property? 


Mr. Anisio: yes. Alfia BarnesSi owns--the shareholdings 


WOrkKuOum@ecO 5ieo perucent. 
Mr. Renwick: Elsa? 


Mes Anis to.s Aleta. 4 Alfivats wshareholdings’ swork)s.out”™ to 
51.6 per cent of the outstanding shares. 


Mr. Renwick: Do a series of people own the balance? 

Mr. Anisio: yes. Elsa owns 40.53 per cent. 

Mr. Renwick: Elsa owns what percentage, sir? 

Mr. Anisio: Excuse me one moment. Mr. Renwick, we have 


preparea a breakdown showing how we arrived at these percentages 
if you would like to have a copy. 


Mr. Renwick: PerhapS you can answer. Maybe I won't need 
the breakdown. I just want to ask a couple of questions. Alfia 
owns 51.6 per cent. 


Mirae ANISEOR Right, 


Mr. Renwick: Alfia is at the present time hospitalized. 
Elsa, the applicant, owns-- 


Mi e-ANUS1IO: Elsa owns 40,53 per, cent. 
Mr. Renwick: She owns 40.53 per cent? 
Mr. Anisio: Yes. 


Mr. Renwick: Right, and the other is spread out among a 
number of people? 


Mr. Anisio: yes. I have the list. 


Mr. ‘Renwick: I “don't. (want: 320 (ory incon yCulmaLllarne. 
Singeé.Abila, isa the: controlbing, «shareholder, ..buG -cee notte 
applicant ,.and.».1s,,.hospitalized,,. 15.) her: . interest —-dodnd=Tto-, be 
protected .,on..chewpurchasé.,DVe RB LS@ j10t-. UNG. DF ODGhE Vann mole wc) 
corporation with respect to the amount that will be received and 
then, presumably, wound up and distributed? I hope I made my 
concern clear. 


Mr. Anisio: Whether or not her portion of the proceeds 
would be made available to her? 


Mr. Renwick: Whether the purchase price will be fair. 

Mr. SANUS LOsaives:. 

Mr. Renwick:. Then, Lf ,that) purchases price, 1S rawr onthe 
dissolution of the corporation after payment of the expenses, Elsa 
will get 40 per cent of the purchase price back, Alfia will get 51 
per cent back, and the others will be distributed? 

Mr. Anisio: yes. 


5S Diels 


Mr.oo Renwick : a May (olewsk, -wwheny!| you ssaye nospitalized,..do 
you mean physically or mentally hospitalized? 


Mr. Anisio: She is suffering from Alzheimer's disease, 
Mr. Renwick: I see. Who is protecting her interest? 


Mr... ANiSlO: «ite this ubilli «ls s approved ..samncOnle CLES sould 
have to be appointed for her because the nature of the disease is 
that sit is gradually debilitating “her mental (capacities, «so, ner 
interests would have to be safeguarded by the appointment of a 
COMMITCECE . 


Mr. Renwick: Let me juSt raise the question that is 
bothering me. Believe me, Mr. Williams knows that I am not trying 
to delay your procedure and so on. [I would think that in the 
circumstances there is, in a sense, an obligation on us before 
passing this bill to make certain that the holder of the 51.6 per 
cent, the controlling number of shares in the company, who can in 
fact elect a board of directors who will determine the fairness or 
otherwise of the appraiser and the appraised value at which it is 
to be bought by the minority sShareholders--I am not worried about 
the others, it would appear to me--I don't want to be 
diffticult--that the committee, or somebody who is representing her 
interest, must be the person who determines the fairness of the 
Snares because to reorganize the corporation means that_ she, 
Alfia, will be able to determine wno the board of directors of the 
company is. Are you with me, Mr. Chairman? 


Mr. Chairman: yes, I am. Might I take a Supplementary? I 
understand from Mr. Revell there is one director still alive. Who 
is that? 


Mr. Anisio: Mr. Frederick Melford. 


Mr. Chairman: Might I ask another question? I am 
familiar with Alzneimer's disease. You didn't quite answer Mr. 
Renwick's question as to the mental state. How far progressed is 
she? Is she in an institution? 


Mire JRENnWiCk ee Teen Coulee yuSst MIinterripnc, Mr “Anies0 said 
that it would be necessary to appoint a committee. 


Mr. Chairman: At this present time? 
Mr. Renwick: yes. 
Mr. Chairman: And she holds 51 per cent. 


Mra CRENWiCk: i ail GUST Beek ing? Whetens our "Obligation * in 
those circumstances where the majority shareholder is 
incapacitated and we are being asked to allow this to go through 
so that the property can be sold by the company--what' we 
Organized, who iS going to represent the majority shareholder, 
then decide on the appraised value so that it is a fair value? I 
have no problem with the transaction going through; it is a 
question of the fairness of the value, because when the 
distribution then takes place, one would have to be certain that 
the majority shareholder got a proper price. 


Mr. Eves: Mr. Chairman, Hist. to  f£61loW. Up, -with 4 
Supplementary on my friend's question, that is exactly tne point 
that I am concerned about and I think the committee members should 
be concerned about. What protection is there going to be for 
representation on the board of directors for the majority 
Shareholder in the company? Maybe counsel could shed some light on 
that. 


Mr. Renwick: We are not suggesting any bad faith or 
anything like that. 
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Mr. Eves: No, absolutely not. 


Mr. Renwick: We are talking about what the proper 
process-- 


Mr. oChairman:4 4Perhaps. to..,expand..on. that, »,1f “it. were 
revived..today, and..it.1S «revived .witnh,one. director. an place, =the 
committee proceedings would take some weeks, at best, maybe even 
months. What would happen in the meantime with the director then 
in place, as Mr. Renwick says, while we are waiting for the court 
to appoint this committee? 


Mr. Anisio: IS Mr. Renwick concerned that there would be 
an attempted disposition of the property in general? 


Mr. Chairman: He iS concerned about the rights of that 
majority Sharenolder who is not able to exercise her own powers as 
the majority shareholder until a committee is appointed. 


Mr. . Renwicki«0© Let Mame Gmakelsione -suggestion,. and . Lusam 
assuming there 1S some method by which the applicant will not be 
put to any further expense in connection with it. IS there any way 
in which the process could be reversed, that the bill would be 
held, the committee appointed and, when the new session comes here 
pernaps the committee would appear, along with the applicant, so 
that we could be satisfied that they understand our concerns about 
itsuThat"s! one way Of«dealmng with cic. 


I would interested in Mr. Revell's comments about it as to 
whether or not the concern we have is a real concern and, from 
that point of view, whether there is any process by which we can 
SOLVE “IE. 


Mr.  Revells, I think thes comm trees has a leg i Gime teria 
to be concerned in the circumstances. How we could approve the 
bill and hold it is much more difficult. Maybe if we were to put 
in a condition precedent sort of clause such as--and in listening 
to Mr. Renwick and to Mr. Eves and the chairman I've been just 
sort of doodling here. Perhaps it's a matter of maybe we can put 
in a clause, it would take a few minutes maybe to draft it, but 
something to prevent any disposition of the property of the 
corporation until such time as a committee has been appointed for-- 


Mr. Renwick: we have no way of controlling the 
compliance with such a condition. 


Mr... Chairman: IS aitwpossible.thatwwe ~simply. adjourn this 
matter Sine die? 


Mr. onRenwickss. Mr; dAniSiO;4) them Next..SeSSLON Sconces bo 
Start) @roundsAprm ls li Ae think cle :wouldibe. possible manijal lL wor «che 
circumstances for the bill to be reintroduced at that time but not 


to have to go through the whole private pills process and without 
any additional expense. 


Mra Elston: 9With® the iexceptiaonuoiy senvicex>ofiimorice.. a 
presume, on the committee or whoever is to act. 
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Mr. Renwick: yes, and then when the bill next comes 
before the committee we would treat it as a formality at that 
point as long as the committee came and, if at all possible, the 
applicant, Elsa Anisio. 


Mr. Chairman: What about the director? 


Mr. Renwick: AnGds the: director, if he could ‘come, “so that 
we could express to them the concern which we have on it. I'm only 
fending around. I have never run into this before. 


Mr. Mitchell: I must thank the member for Riverdale for 
drawing out the particulars of the situation, which obviously was 
not identified in the letter when we made our first comment and 
when we had asked legislative counsel. I think the member for 
Riverdale has raised an exceptionally good point. 


I note that the solicitor representing the family is located 
in Toronto. I would, quite frankly, Support the position that they 
should attempt to obtain, and I don't Know whether I pronounce the 
word properly, committee. That should be done and we should see if 
there is any way we can resolve the other problems so that they 
can all be heard, along the lines the member for Riverdale pointed 
out. I think that's the route we should proceed with. 


Mr. Revell: In terms of the procedural problems, 
technically, of course, a bill that is not considered dies on the 
Order Paper, but in the last two years we have had a number of 
private bills die on the Order Paper and they have been revived at 
the beginning of the session by motion from the government House 
leader that waives the advertising and waives the additional fee. 


Mr. Renwick: It's perfectly acceptable to me. AS I Say, 
we'll be back early in April on that matter. 


Mr. Chairman: Which is undoubtedly before you're going 
to have a committee in place, if the courts you deal with are as 
expeditious as the courts I usually deal with. 


Mr. eiblstoneercNot, to, mention (inaudible) reports, Mr. 
Chairman. 


SbO ep om: 

Mr. Renwick: I presume Mr. Anisio would want to explore 
whether a committee is the simplest way or whether or not he might 
even speak to the public trustee and see in some way that the 
public trustee might protect his interest. 


Mr. Chairman: It would depend on where she was. If She 
was in an Ontario hospital of any kind, the public trustee would-- 


Mr. Anisio: It is the Queen Elizabeth Hospital on Dunn 
Avenue. 


Mr. Chairman: IS that a government institution? 
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Mr. ANisio? “> DeLLeverLe. Be: 
Mr. .RGNWiLCko AG Bar aS @ eknows,i1t 15, 


Mr... Chalrman: .if- 0, ts). then sthe public  Civeree wow Ue 
the statutory committee. 


Mrs oRenwick’:\gin pothertawords sewepdon! ti want) youwte tneur 
any more expense than you have to incur in order to accomplish it. 
That would be my view. 

Mriwet ROSS: «NOtes tO 4.GimInish Ehewiconcerns, but. there “are 
general catch-all, if you like, provisions in the normal course. 
For instance, if this were a Situation in which the company was at 
present revived and in force and there was a committee situation, 
the directors of the corporation would have fiduciary duties under 
general law to-- 

Mr. Renwick:  YeS,-~ I..understand,. I am. quite aware. of 
that, buted£i swe are» passing) -a sprivateybill- Tsdonst .think..we. can 
rely on general law to provide the protection, now that we have 
knowledge of the situation. 


Mr. Chairman: We have found fiduciary relationships in 
Ontario are not always honoured to the letter. 


Mr. Renwick: yes. 


Mr.0/ROSS s ) That, 1s. .0nue.. My~ only -comment= was tostg ive <a 
little more context to it. Who would be the heir of the woman? 


Mrs Anisio: Elsa Anisio, 
Mr. Ross: Shelis tthe: apoticantan en isis 


Mr. “Renwick: No, ‘they. /aneic sisters, .accordingsyetoa, the 
application. 


Mr. cCRoOss? But. she’ would ‘be the heir, CwouldVishee not, Orn 
any event, of the woman who is-- 


Mr. Chairman: We don't know what the will of the-- 
Interjections. 


Mr. Elston: I am interested, as well. How many directors 
are provided for? 


Mr. Anisio: Three, 


Mr. Elston:;. HasaiMraa-Melford: .gots familycconnections as 
well? 


MES 2ANLSLOVENOS 


Mrs Elstonighe his jian oOGtsidesiindividuaedl alo neem nesaood 


health, as well? 


Mr. Anisio: yes. 


Mr. Elston: What about the other 8 1/2 per cent? There 
were other shareholders. you mentioned that there were several 
others. Are these people involved in outside financing, who may be 
affected by this as well? 


Mr. Anisio: They are certainly not family members; they 
are strangers. 


Mr. Elston: Have you written to them as well? 


Mr. Anisio: There has been the appropriate publication. 
We published in the Globe and Mail and we have published in the 
Ontario Gazette. Mr. Melford is aware that we reinstating the 
company. 


Mr. Elston: I was wondering, since you know who the 
Shareholders are, if you had taken the liberty of dropping them a 
line with respect to this company and advising them that the 
family was considering taking these steps. How many are you 
talking about in terms of shareholders? 


Mr. Anisio: Including family, we counted 22. 


Mr. Elston: So there are probably 20 besides your mother 
and your aunt? 


Mr. Anisio: yes. 


Mr. Elston: Are any of these people known to you or the 
family? I presume they are business acquaintances of your uncle. 


Mr. Anisio: I assume the majority would be from _ the 
Boston Creek-Kirkland Lake area. 


Mr. ELStons*) Okay. Thererching that'osinspircesi= that, I 
Suppose, 1S that if these are people who actually became 
Shareholders for the purposes of funding a development, you become 
somewhat more concerned. If, in fact, you have advertised in the 
Globe and Mail and in the Ontario Gazette, I know that is what is 
required. I guess we still run into the question of minority 
Shareholders' rights and that type of thing, which I guess would 
be governed by-- 


Mr (Chaarman>hwGarrylng 3 OMmalhrems EhlSs,. «andi atwibai-. aby ca 
scenario, we have here an old corporation that was incorporated 
prior to 1971 when one-man corporations were available, so we have 
it set up that a three-man--I am sure the bylaws will say that 
they require three directors. Only one is alive; therefore, there 
isn't a quorum in place. Therefore, if it was revived, it would 
fall to the shareholders, to someone, to call a meeting. 


This lady who has control, of course, couldn't respond 
unless there waS a committee. Therefore, you could find the 
minority shareholders electing the directors and away goes the 
property--it is possible--gone before the lady and the fiduciary 
relationship can spring into place. 
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Mr. Elston: [I don't think there is any Suggestion on our 
part that that is going to happen. 


Mr. Anisio: It is extremely remote. 
Mr. Beston: I realize thar, 


Mr... .Renwick: /I la@aqgre@owil thi ntnataeposiueion, but others actu or 
the “matter®’ 1s that” rf” it "is" "done” properly “and in aGugercdecury 
fashion, there can then be no question about it. 


Mo uAnNESLoOs” I. a@ppreciate your. CoOneerms, Mt, “Reliwicn, wali 
that! “vs? the “reason®* why’) tomavey beensatrying Storm be | candida “in my 
comments, and certainly not in any way to try to be obtuse in the 
presentation. 


Mr. Renwick: Oh, no. 


Mr. Anisio: I think your comments are well noted. I am a 
solicitor, and I certainly have taken an oath, and I know what my 
responsibilities are as a barrister and a solicitor. 


Mr. Renwick: Good. yet you can conveniently notify the 
other shareholders so that they do know. That would not be of 
major concern to me. They are in the same position as any member 
of the public in circumstances like this. The notices were 
published, and so on, but I am concerned about the 92-odd per cent. 


That seems like a reasonable way to do it, and I do not 
think it incommodes anyone. 


Mr. Chairman: Mr. Revell has something in writing. Could 
you read it out? 


Mr. Revell: Just perhaps to have something on the record 
with respect to the committee's recommendation, I have a draft 
motion here which the committee might like to consider, and then a 
member could move it at the appropriate stage: "That Bill pPr34 be 
adjourned sine die, and the committee recommends that if the bill 
dies on the order paper at the end of the present session, it be 
reintroduced in the next session without further notice being 
published in the Gazette or any newSpaper and without payment of 
further filing fees." 


Mr. Elston: Would that make special reference to _ the 
majority shareholder and to the minority ones, or not? 


Mrv~ Chairman: -Sts Pseiprobably .Onotrs necessaryerto lf SGomet of 
us presumably will still be here next year-- 


Mr. Renwick: Two months from now. 

Mr. Chairman: yes. 

Mr. Mitchell: Next. session. 

Mr. Elston: Are some of us expecting a move? 


Interjection: We may shoot ourselves in frustration. 


tL 


Mr. Revell: There iS One other point. Perhaps there 
should be a transcript of this particular hearing, so there may be 
a record of what has gone on-- 


Mr. Renwick: Does that need a motion? 


Mr. Chairman: yes. We need a motion that it be adjourned 
Sine die. 


Mr. Renwick moves the report that Mr. Revell has just 
prepared, and that a transcript of these proceedings be available 
for the committee when it is reconstituted in the new session. 


Any further comments? 


Mioogw Wares: TO pe clean, Tete, hl a iat...) My 
understanding that the matter would be put over for one specific 
purpose. That’ would be that in addition to the information that 
has been filed by the companies branch and by legislative counsel 
evidencing all the steps that have been taken necessary relative 
to revival, there is one further document that is required to be 
filed, and that is evidence of the appointment of a committee. 


Mr. Renwick: We would like that committee present, Mr. 
Williams, to be here. 


Mr. Williams: For what particular purpose? 
Mr. Renwick: So that he would understand our concern, 


My... BLStons «We. co” Know that “he “has to be™ advised of 
this, presumably. If he chose to be here, then I think that would 
be up to him. 


Mr. Chairman: Or the solicitor would have some evidence 
that committee knew of this proceeding and some service of some 
kind. 


Mr. Mitchell: Following the member for Riverdale (Mr. 
Renwick) and hisS concerns, surely if a letter was filed by the 
committee, saying that they were aware of what was being asked for 
and they concurred in what was being asked for, surely that would 
be sufficient for our committee. 


Not being a lawyer-- 


Mr. Renwick: I do not want to pursue it too far. Why do 
I not just express my opinion about it? I would much prefer if the 
committee could be here. If he is unable to be here, then it will 
be on the understanding that the committee would have to be 
Satisfied with the questions and answers or whatever else is there. 


Mr. Chairman: Right. Any further comments? I noticed Mr. 
Elston sort of concurring with Mr. Renwick's sentiments. 


Interjection. 


ae 


5320. Dats 


Mr. Chairman: T cetiliieet Coa tne. poOluT iS that , cue 
committee has the controlling share interest. If that was a 
ten-percenter,, TI do. not. tnink.it would “matter at ail, “or even a 
minority; “Pethink “it 1S the fect thar COHtLolL Goes” mic ieeeioreene 
there are no directors in place. 


We normally deal with the revivers. Where the director or 
the directors are sitting here, they are left in a dresser drawer. 
We do not have the intestacies and the mental incompetency. 


Mr. Williams: Again, dd. JUSC Walt .tcs pee C Local as ata owe. 
the outstanding matters are. 


Mr. Chairman: Just that a committee be appointed and 
come in front of us. I suggest the court order of the county and 
the Supreme Court orders be filed with the clerk as evidence of 
the committee's appointment. 


Mr. Williams: That is what I said a few moments ago. It 
is my understanding that the filing of the official documents 
evidencing the court appointment of a committee-- 


Mr. Chairman: Mr. Renwick has asked that the committee 
be here. 


Mr. Renwick: I am always concerned trae once the 
question has been raised that we do satisfy ourselves about it. I 
do not think it 1S a matter that can be dealt with=now—by—ehis 
committee by papers being filed. It would be nice if that was so. 
I would be concerned if the committee, if at all possible, was not 
here. If he is not here, then I would like to have some evidence 
that he understands that he is the majority Shareholder of a 
corporation »that .1S going to, ‘have. some very. specific, det inite 
FeSponsibilitics, You can tell ime, that, -snatulcauly ieee 1S 
appointed committee, he will know that. There have been committees 
that were not aware of some of their responsibilities. 


Mr uw Wie teense I dO, snot . Unink =.tiet eM? won) oom comely 
particular objections to that. It does go beyond the actual 
revival consideration, but given the circumstances, I do not see 
it as being unreasonable. I want to be clear that that is the one 
Outstanding issue to be resolved. 


Mr. Renwick: At this point,’ that 1S the ‘one AaSsué “On my 
mind. 


Mr. Williams: As far as the minority shareholders are 
concerned, the advertising has to be done. 


Mr. Elston: The company's branch does indicate and the 
company law itself does indicate that they have certain remedies 
available if there iS an abuse. They have to be advised of the 
sales and everything like that. I presume that-- 


1 Nee 


Mts Williams: Mr. Anisio did make Les clear to tne 
committee that the appropriate advertising had been done. I do not 
want that to be raised as an issue-- 


53:20 p.m. 
Mr. Elston: I do not think there is any follow-up-- 


Mr. Williams: --at that time requiring something else to 
be asked-- 


MGs ;5LsGom: That..is right. 


Mr. Renwick: AS far aS I am concerned, if the committee 
were here and we were able to express our views to the committee, 
that would be the end of it. 


Mire siilliams: Mr... AniSio Was. just clarifying. with..me 
then that he and committee as appointed would appear for purposes 
Of final disposition of this matter. That would satiszactory. Mr. 
ROSS may have something to add. 


MreweROss: alust @tOy besweleac, as ,6Mr. 4An1S5i0.715s ») related,to 
the woman, it may well be that he would be appointed the 
committee. Would the committee have any objection to that if he 
were made the committee? 


Mie, ELStON:” (Se nink  lcmenacerco reat with -tnat | eemeear. 
There might be some concern expressed in the application. If 
everybody was agreeable, we woulda have to look at that, but it is 
up to him to determine under his position as a professional 
whether or not that is appropriate. If he makes that decision, 
then we will have to deal with that when it comes in front of us. 


Mr. Williams: Would it not be the responsibility of 
another body to make that determination, the people appointing him 
would have to determine-- 


MrawaGhairman: what..would be up. to a,;court .to decide the 
appropriateness. 


Mr. Renwick: I would certainly be expressing my concern 
if the conflict of interest, which is present, was evident by 
having the same person acting for the applicant aS was acting for 
the majority shareholders. 


Mr. Williams: I am sure the court would be the first to 
express that if they thought there was any conflict involved. 


Mr. Renwick: I would assume so, 


Mr. Chairman: I would make one further Suggestion. 
Probably the order of the county court judge originally hearing it 
will have attached a list of assets listing the majority shares of 
the corporation, the shares we are talking about. 
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However, if it does not, it will probably be helpful for the 
committee at that point to “nave “a list “of the “assets” and “the 
affidavits that were involvea in the original application to show 
that those assets were listed among the assets of the mentally 
incompetent. 

Mr. Williams: The assets of the corporation? 

Mr. Chairman: NO, the assets of the mentally 
incompetent, which will have among them the majority Shares in 
this corporation. It would just be one more piece of evidence that 
those shares were tnere, the judge Saw them, and the committee is 
completely aware of them. 


Mr.) 66Mitchell<¢” Of “*course,” that woutadw=eper-a “questions cL 
placing that to the committee really. 


Mr. Chairman: I am suggesting that would be a nice piece 
of evidence to have available when we reconsider this. 


Mr. Renwick: May we call the question? 


Mr. Chairman: yes, now dealing with Mr. Renwick's 
motion-- 


Mr. Williams: I want to make sure that’*-Mriy-Aanisio- eas 
completely satisfied and understands all of the things that are 
put forward. 


Mr. Piché: When Mr. Renwick asks for the motionon to be 
called, is he using section 36 on this bill? 


Mr. Renwick: It's strictly in accordance with the rules. 
Mr. Piché: We are now even. 
Mr. Williams: Fine. Mr. Anisio is satisfied. 


Mri” Chairman: **‘A11*" those” in favour’ °"oOr Mr eehenwick ‘s 
motion, please raise their hands. Opposed? 


Motion agreed to. 
MoSrpLandus Thateis tiie t, “Ls Ite tnanimous Stuppore: 
Mr. Renwick: There is one every 20 years. 


Mr. Chairman: Gentlemen, I think that ~conctudes the 
business of the day. 


The committee adjourned at 5:26 p.m. 
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